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MANAGEMENT FOR FREEDOM 


Most men in top management today 
still remember vividly the dark days of 
the *30’s. Since then, the prospect of any 
slump in business, no matter how slight, 
has made us uncomfortable. What if a 
“dip” or an “adjustment” should get out 
of hand? 

Adjustments in our economy are—as 
all of us recognize—inevitable. But unless 
weak leadership allows fear to take over, 
such adjustments need not bring on a 
chain reaction resulting in a serious re- 
cession. 

Free enterprise exists not simply to af- 
ford the business executive a source of 
good livelihood or the stockholder a re- 
turn on his investments but to provide 
the mass of people greater benefits than 
any other system. If these benefits are 
marred by extensive periods of large- 
scale unemployment, the system loses its 
justification in the eyes of the mass of 
people. We have seen it destroyed in 
most of the rest of the world for this 
reason. Our Soviet enemies are boast- 
fully waiting for it to happen here—and 
nothing can be more “subversive” than 
the preaching of collapse. 

Business executives are the managers 
of this system. If it fails we shall be held 
responsible by the people, regardless of 
what we think. Does this not then make 
it our foremost responsibility to do every- 
thing we possibly can to stabilize our 
economy? And does it not follow that 
we must be aware of it every minute, and 
plan in every way against collapse—not 
only with respect to what government 


does, but with respect to what we as in- 
dividuals do, and what we expect others 
to do? 

The first thing the business executive 
can do, I think, is to make his concern 
about stabilized employment widely felt, 
to the point where the irresponsible ex- 
ecutive finds himself in an unpopular 
minority. The days of the publicly ir- 
responsible executive are numbered—if 
not by a change in the attitude of man- 
agement generally, then by the demise 
of the free enterprise system itself. So- 
ciety just isn’t going to go on rewarding 
men as leaders who are only interested 
in making the most out of a boom for 
themselves and their stockholders, and 
saving the most out of a bust regardless 
of what it does to the rest of the 
economy and the public. Executives today 
should be expected to take courageous, 
calculated risks on the downswing of the 
business cycle, as well as on the upswing. 
Public interest must be a major motivating 
factor. 

No one executive or group can hold 
the fort alone, of course. But if the 
majority of executives were careful not 
to over-expand in boom times; planned for 
possible recessions with new products, 
low inventories, added selling pressure, 
etc.; made whatever adjustments neces- 
sary on a decline in a moderate man- 
ner, giving careful consideration to their 
public effect; expressed enlightened 
confidence in the strength of the general 
economy, even when their own spheres 
were adversely affected; and took many 
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other constructive actions, would this not 
be effective in stabilizing the economy? 
Maybe it can’t be done; but our first 
step as responsible executives is to make 
the business community conscious of the 
fact that it ought to be done. If we do 
not voluntarily exercise restraint, judg- 
ment, courage, and consideration for the 
other fellow—and do it in sufficient force 
to prevent our society from collapsing 
into a dog-eat-dog affair—then there is 
only one answer. That is for the govern- 
ment to step in, direct us, and tell us 
what we must do to prevent self-destruc- 
tion. When that happens, freedom dies. 


I think it is naive and unrealistic for 
business executives to assume that in the 
conduct of business there are not great 
moral issues and the necessity to struggle 
eternally with them, just as in every 
other sphere of life. I think most business 
executives today know those issues simply 
can’t and won't be ducked, particularly 
in an area as important as our social 


economy. And I think it is equally naive 
to assume that leadership in business can 
continue on any other basis than leader- 
ship in other fields—leadership that earns 
its public support by moral character and 
all that that implies. 

Many people assume that the sole re- 
sponsibility for leveling out the curves of 
boom and depression should be in the 
hands of government. They assume this 
to a large extent because in the past we 
in business leadership have abdicated— 
and suffered a rather serious loss of free- 
dom thereby. Many of the things that 
government may do today in this area 
are things which executives themselves 
could do voluntarily if they would. 

We have come a long way in the course 
of a single generation, and business leader- 
ship's sense of responsibility is far greater 
than ever before. We have yet a long 
way to go, and the time to get there is 
fleeting; but business leadership is capable 
of meeting the challenge. 


—WaLTER H. WHEELER, JR. (President, Pitney-Bowes, Inc.) in Connecticut Industry. 


MANAGEMENT’S “GOOD NEIGHBOR” POLICIES: 
A SURVEY OF COMPANY COMMUNITY RELATIONS PROGRAMS 


Tue concert of a company as a “good 
neighbor” in the community in which 
it resides has been taking on greater and 
greater importance, a survey of 196 per- 
sonnel and industrial relations executives 


reveals. These officials, representing all 
types of companies and all branches of 
industry, were questioned recently on the 
extent and type of community relations 
programs adopted by their organizations. 
Following are the salient findings which 
emerged from their replies: 

Companies which have well-planned 
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community relations programs gain a 
number of benefits from such activities, 
the survey indicated. Some of these bene- 
fits are very concrete—for instance, bet- 
ter recruiting opportunities, improved em- 
ployee relations, and increased sales. In 
addition, respondents stressed the im- 
portance of developing and maintaining 
a general feeling of good will in the com- 
munity, since the above benefits are ac- 
tually only reflections of such an attitude. 

The extent to which a company will 
embark upon a coordinated community 
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relations program is largely determined by 
the size of the community itself. Thus, 
in small communities, the great majority 
of companies have well-planned commu- 
nity relations programs. As the personnel 
director of an eastern company states: 
“In the smaller town we are naturally 
on a more personal basis with the mem- 
bers of the community, and our plant 
superintendents and supervisors are en- 
couraged to enter into community life.” 
In large communities, meanwhile, larger 
companies tend to have well-planned com- 
munity relations programs more frequent- 
ly than smaller companies. 

There are many avenues through which 
companies enter into the life of the com- 
munity. Membership in civic groups and 
close relationships with local business men 
and business associations is one approach. 
Without exception, the respondents re- 
ported that they exchange wage and other 
information with other employers in the 
community, and with only one exception, 
they use local business for at least part of 
their printing, banking, and _ supplies. 
More than four out of every five com- 
panies pay the membership fees of em- 
ployees representing them in community 
civic and business organizations. 

More than 80 per cent of all companies 
give some aid to local education. Aid 
which companies give to local high schools 
falls largely into four chief categories. 
These are (in descending order of fre- 
quency): part-time work for students, 
student counseling and vocational guid- 
ance, technical assistance to teachers, and 
help in curriculum development. Only 
one out of every six larger companies, and 
one out of every twelve smaller com- 
panies, give no help to community high 
schools. Aid which companies give to 
local colleges falls generally into the same 
categories as the assistance they offer to 
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local high schools. However, in their deal- 
ings with college students, companies are 
more active in offering part-time work 
and less active in vocational guidance 
(which is usually handled by the colleges 
themselves). Five out of six larger com- 
panies, and three out of four smaller com- 
panies, give some form of aid to local 
colleges. 

Aid to local charities is given by the 
great majority of all companies. The 
criteria which executives apply in deter- 
mining the amount of a company’s con- 
tribution to local charity vary consider- 
ably among different firms. The largest 
single group of companies follows no spe- 
cific pattern but contributes on the basis 
of need in a particular situation. A few 
companies match employee contributions 
dollar for dollar, while one or two com- 
panies deliberately set out to be “top 
contributors.” Ninety per cent of all 
companies allow company officials and 
employees to direct in-plant charity cam- 
paigns on company time. This percent- 
age holds true for both larger and smaller 
companies. Many companies use the 
“united appeal” approach combining all 
charity campaigns into one, while a grow- 
ing number of personnel executives (in 
about 10 per cent of all companies) are 
currently considering installing united- 
appeal campaigns in their plants. 

Getting a company’s story across to the 
community is perhaps the most vital area 
of community relations. Companies keep 
in touch with the community in a number 
of ways, notably by means of the local 
press and radio and through addresses by 
company officials to local groups. The 
leading communications medium seems to 
be news stories in the local press, with 90 
per cent of the larger companies and 90 
per cent of the smaller companies using 
this means. Next in order are addresses 
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by company officials before local groups 
(75 per cent and 77 per cent), advertise- 
ments in the local press (61 per cent and 
69 per cent), and radio (52 per cent and 
36 per cent). Many companies try to de- 
velop better relations with the community 
by means of escorted visitor tours through 
the plant, by holding “open house,” and 
by organized “Family Days.” About four 
out of every five companies have escorted 
visitor tours. While the frequency of 
such tours shows a wide range among dif- 
ferent companies, the general practice is 
to conduct them upon request rather than 
to schedule them at fixed intervals. Open- 
house and family-day gatherings, while 
less frequently employed than plant tours, 


are nevertheless used by a sizable number 
of companies. The most usual arrange- 
ment is to hold these affairs annually. 

Who handles community relations? In 
over half of all companies, community 
relations is handled by the industrial re- 
lations department. Responsibility for 
community relations rests largely with the 
public relations department in approxi- 
mately one-fifth of all companies. A few 
larger companies entrust community rela- 
tions to a committee of executives from 
many departments. About one in every 
six larger companies and one in every 
eight smaller companies employ an outside 
community relations consultant at one 
time or another. 


—Community Relations (Bureau of National Affairs, Inc.) August, 1953. 


Education for Business Leadership 


WHAT IS THE educational background of the typical American business leader? 

A study of the biographies of 2,387 officers and partners of 946 major U. S. 
business organizations, recently conducted by Dr. Harold S. Sloan of New York 
University, shows that almost two out of every three officers and partners are 
college graduates. Of those who are not, a little more than half have attended 
college or have taken college-level courses of some sort. About half of the college- 
educated executives hold a bachelor’s degree in liberal arts; fewer than one out 
of 10 executives holds a business degree. 

The younger the executive, the more likely he is to be a college graduate. 
There are more non-technical graduates among executives who are younger than 
fifty-seven (the median age of the executives studied) and fewer among those who 
are older. 

It would seem that a college education has already been established as a definite 
advantage in the attainment of leadership in the business world. However, we can- 
not be so certain about the type of college training which will have the highest 
incidence among business leaders of the future. In evaluating the apparent emphasis 
on liberal arts, it must be kept in mind that 30 or 40 years ago, when the busi- 
ness leaders considered by this survey were in school, engineering and business 
colleges comprised a smaller part of this country’s higher-education structure. It is 
quite possible that 40 years from now the liberal arts graduate will have lost his 
apparent present-day dominant role in leading American business organizations. 

—Challenge Magazine 12/53 





DINNERTIME DICTATION: A New York restaurant is now providing customers with 

dictating machines so that they can sandwich their work in between bites. After 

finishing his meal and spiel, the customer is given the dictation disc free. 
—Supervisor’s Personnel Newsletter (Bureau of Business Practice) 8/31/53 
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Research and Executive Action 


A WILLINGNESS to accept the indications of research is perhaps more important in 
meeting the challenge of change than the adequacy of the research itself, Holgar J. 
Johnson, president of the Institute of Life Insurance, stated in a recent speech. 

In making this observation, Mr. Johnson put his finger on a very real stumbling 
block to business progress. Since research is nothing more than an organized 
endeavor to substitute facts for opinions, guesses and hunches, reluctance to accept 
its indications is a curious and unfortunate phenomenon. 

One executive may distrust research because his greatest success has been with 
decisions based on intuition—the unconscious but highly skilled integration of a vast 
amount of background information. Often intuition works so well that it would take 
a lot of research to better it. The danger faced by the executive who relies too 
heavily on this faculty is that, without his knowing it, conditions may change so as 
to knock the props out from under his intuitive decisions. 

Another man may sincerely believe he is relying on research—without really know- 
ing what research is. A good cure for this condition—though an expensive one- 
is breathing the dust raised by a research-minded competitor who has just whizzed 
ahead. 

A third type of executive may make bad decisions based on sound research which, 
though he fails to realize it, hasn’t covered enough ground to be relied on in chart- 
ing a course of action. It doesn’t take many such experiences to convince a man or 
a company that research, while it may be all right in the laboratory, is a dangerous 
basis for business decisions. 

Basic to the problem is the fact that no matter how intensive and extensive a 
research program may be, it takes an executive decision to implement its findings in 
a practical way. Sometimes the results of research are so obvious that no executive 
in his senses would go against them. But more often the decision -nust be the result 
of evaluation of the research findings along with all other apparently pertinent fac- 
tors in an effort to find the wisest course available. 

—From an editorial in The National Underwriter 1/28/54 


1954—"Second-Best Year” 


1954 Is LIKELY to be the second-best year in history for the metalworking business, 
according to the results of a recent survey by Steel magazine of more than 5,000 
industry executives, 

Most of the respondents indicated that they expect dollar volume of production 
to ease off slightly this year. Employment, they believe, may dip by about 2 per 
cent; selling prices will decline little, if at all. Three out of four respondents expect 
that their unit costs of manufacturing will either rise or remain the same. Only 6.5 
per cent of the respondents anticipate a drop in their sales and distribution costs. 

In indicating their plans for 1954, one out of every three replying said that his 
company was planning to increase its capacity this year, though defense work is 
expected to drop to an average of 15 per cent of production (as against 20 per cent 
last year). More than 70 per cent of the respondents plan to strengthen their sales 
forces in 1954, and almost 65 per cent expect to introduce new products. Sur- 
prisingly, however, three out of 10 companies are planning to reduce their total 
distribution costs. 

—Steel 1/4/54 





BIGNESS IS RARE: Of all U. S. business firms—slightly over two million—only 
5 per cent have 20 or more employees, and only 25 per cent have four or more 
employees. 


—Supervisor’s Personnel Newsletter (Bureau of Business Practice, 
New London, Conn.) 12/7/53 
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HOW TO LOOK AT AUTOMATION 


A utomation is one of the most widely 
discussed subjects in industry today. The 
“automatic factory concept” is vast and 
complex and involves many phases of 
engineering. Thus it is all too easy to be- 
come fascinated with the possibilities of 
a marvelous computer, an analytical in- 
strument, a clever conveyer belt, or a 
multi-purpose automatic machine—to the 
point of losing sight completely of the 
ultimate goal: low-cost manufacture. 

The most fruitful approach to automa- 
tion is from a system engineering stand- 
point—in other words from the top down. 
This does not mean that engineering, 
scientific, financial, and other considera- 
tions will not ultimately be involved. 
These factors are simply eliminated from 
management's initial consideration of the 
problem. 

A good example of this approach is 
the recent report of the “committee on 
new recording means and computing de- 
vices” of the Society of Actuaries. This 
committee, over a period of four years, 
studied available means to minimize the 
human operations of large life insurance 
companies, considering specifically the 
application of various “mechanical brains” 
—electronic computers, punched-card 
data reduction and storing machines, and 
the like. 

The committee concluded that actuarial 
investigations would not justify the ex- 
pense of this equipment, since such work 
was infrequent and specialized. In con- 
nection with policy settlement work, it 
decided that, since the total volume of 
work was so small and involved such a 
wide variety of operations, this area was 
not a good field for increased economy. 
They examined in detail the problem of 
file-keeping and rejected the mechanical 
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devices under consideration because of 
their inflexibility. 

On the positive side the committee con- 
cluded that mechanical means were suit- 
able for regular policy-servicing, that 
equipment for this function was already 
available, that this equipment could be 
utilized with a substantial reduction in 
Operation costs, and that its use would 
not result in serious dislocations of per- 
sonnel. 

There are several lessons for manage- 
ment in this extensive study. First, and 
of greatest importance, the formation of 
this committee was preceded by a top- 
management decision to recognize the 
possibilities of a new approach and then 
to take action. 

Furthermore, since the project required 
a thorough understanding of the poten- 
tialities of the new techniques, the in- 
surance men had to devote much study 
to these complex systems. The lesson for 
management here is: If you are not will- 
ing to pay the price of such exploration, 
you are probably not going to have 
profitable automation. 


Perhaps the most effective step manage- 
ment can take with regard to automation 
is to see that the industrial engineering de- 
partment is provided with imaginative 
personnel, educated in the automation 
techniques available to them. Most or- 
ganizations do not have enough theoreti- 


cal or research people. Though such in- 
dividuals may have trouble settling into 
the factory atmosphere permanently, they 
can be extremely effective once their as- 
sociates recognize their capacity to make 
a contribution and they themselves recog- 
nize the practical limitations of their 
theories. 





To summarize, it would appear that 
the upsurge of new and important tech- 
niques of analysis, control, and manu- 
facture promise fantastic rewards to those 
who can employ them. In exploiting these 
things, however, managers must tem- 
porarily ignore the mechanical and elec- 
trical wonders characterizing the auto- 


matic factory. They should select, as a 
beginning, techniques that appear to have 
the most applicability to their businesses, 
concentrating on those which hold the 
greatest promise for cost reduction. They 
must then set up deliberate and forceful 
campaigns to educate their people in the 
appropriate techniques. 


—Gerorce M. MuscHAmp. Commerce, December, 1953, p. 13:4. 


THE NEW ILLITERACY 


We near MUCH, these days, about 
reawakening interest in the humanities, 
new appreciation of the liberal arts, and 
growing dissatisfaction with overspecial- 
ization. But these signs are minute com- 
pared to those coming from the other 
direction. The decline in English majors 
and the vocationalizing of college curric- 
ulums are outward manifestations of a 


cohesive ideology which is coming to be 
the dominant cultural movement in the 
United States. 

Wherever it may be found, and in 
whatever form, the new illiteracy is nour- 
ished by several simple articles of faith. 


The essence of them is this: The indi- 
vidual exists only as a member of a 
group. He fulfills himself only as he 
works with others. Ideally, there should 
be no conflict between man and society; 
the good world that we must strive for 
is one in which all are harmonious with 
one another and in which the measure 
of a man’s activity is how well he con- 
tributes to that harmony. Above all 
else, he must get along. 

To a degree, of course, people have 
always been conformists and always will 
be; what concerns us here is the open, 
articulate rationalization of conformity 
into something almost akin to a religion. 


For these tenets, these propositions are 
evangelistically spoken, and they are being 
spoken more and more often. In each 
field—be it industry, education, advertis- 
ing—leading thinkers of the new illiteracy 
phrase the lesson with different vocab- 
ularies, but the central moral is the same. 

Is this a valid philosophy for our times? 
Let’s look at the case of industry. What 
has made for the emergence of the cor- 
poration as the dominant organization 
form in our society? It is due a great 
deal to the imagination and vigor of its 
past leaders. Will its future depend on 
these qualities too? A great many cor- 
poration people think so. A great many 
others, however, do not, and a very large 
proportion of the trainees coming in 
agree with them. 

In far too many corporations, and in 
far too many of the courses that prepare 
men for the corporation, the emphasis on 
getting along has become almost deafen- 
ing. In connection with a study Fortune 
completed recently on junior executive 
training, we wrote 150 corporation presi- 
dents and 150 personnel directors and 
asked them a very tough question: If 
they had to choose, which of the follow- 
ing would they lean towards: (1) the 
adaptable administrator, skilled in man- 
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agerial skills and concerned primarily 
with human relations and the techniques 
of making the corporation a smooth-work- 
ing team—or (2) a man with strong per- 
sonal convictions who is not shy about 
making decisions that will upset tested 
procedures and his colleagues? 

The vote: The presidents split roughly 
fifty-fifty; the personnel men, three-to-one 
in favor of the administrator. 

Interesting comments accompanied a 
great many of the letters favoring the 
team player. To paraphrase, they argued 
that, though imagination and vigor were 
often desirable, they were qualities that 
would be best relegated to staff positions. 
That is to say, the real leadership of the 
organization would not concern itself 
with new ideas except as a sort of neutral 
judge. The people who did concern 


themselves with them would be kept out 
of harm's way—sort of captive screwballs, 
whose qualities would be patronized when 
things got a bit dull around the shop. 


“We used to look primarily for bril- 
liance,” one president wrote us, “but now 
we don’t care if you're a Phi Beta Kappa 
or a Tau Beta Phi. We want a well- 
rounded person who can handle well- 
rounded people.” 

A great many junior executives thor- 
oughly agreed. It is the extrovert quali- 
ties that they felt were important. “I'd 
sacrifice brilliance to human understand- 
ing every time,” one told us. The things 
that set a man dreaming, the big ques- 
tions that provoke his curiosity, the lone, 


individual speculation—no longer are 
these needed. “All the basic creative 
work in engineering,” one trainee told 
us, “has already been done. The only 
kind of research that counts is team re- 
search, directed at immediate, practical 
problems.” 

The appeal of the new illiteracy is 
largely due to the fact that it seems to 
answer some very vital contemporary 
needs. This is an age of great organiza- 
tion; ours is a society in which most per- 
sons work in collective units. And, 
clearly, to express one’s self in an or- 
ganization one must be able to get along 
with other people. 

We have reason to be proud of how 
well we have been able to adapt to this 
age of great organizations; but certainly 
we should not so worship these virtues 
as to caricature them into defects. We 
would be wise to remember that every 
great advance has come about, and al- 
ways will, because someone was frus- 
trated by the status quo; because some- 
body exercised the skepticism, the ques- 
tioning, and the kind of curiosity which 
—to borrow a phrase—blows the lid off 
everything. 

The new illiteracy would have us sup- 
pose that the whole is greater than the 
sum of the parts, that the system itself 
has a wisdom beyond the reach of ordi- 
nary mortals. But this is not so. The 
individual can be greater than the group, 
and his imagination worth a thousand 
graphs. 


—WILLIAM H. Whyte, Jr. The Saturday Review, November 21, 1953, p. 33:3. 





LET US ADMIT the case of the conservative: if we once start thinking, no one can 
guarantee where we shall come out, except that many objects, ends, and institutions 
are doomed. Every thinker puts some portion of an apparently stable world in 
peril, and no man can wholly predict what will emerge in its place. 


February, 1954 


—Jeun Dewey 





EXECUTIVES—WHAT ARE THEY? 


Waar are the qualities of a successful 
business executive? Is a man born with 
them or can they be acquired? 

The first quality of a good executive— 
and this is a quality present in every great 
leader—is an ability to see the completed 
project before the first step is taken. Some 
men have a natural ability, and others 
have trained themselves, to think ahead 
and see an operation complete in all its 
detail and function before they start it. 

The description might apply to many 
of America’s successful business leaders. 
You casually remark to a visitor, “That 
office boy uses his head.” What you 
mean is that he sees ahead and makes one 
trip across the building do for two and 
the return trip do for another. 

You have heard it said of a minor execu- 
tive, “He'll get on. He'll run the plant 
some day.” Again, you estimate his abil- 
ity by the same quality of looking ahead; 
of thinking about things in terms of 1955 
instead of in terms of today’s routine. 
How grateful you are to an assistant who 
tells you that a certain thing should be 
done “because next January it will mean 
so and so!” 

When the job to be accomplished is 
clearly in mind, the executive must marshal 
the men and women to get it done in the 
most efficient and economical manner pos- 
sible. There must be a minimum of waste 
motion, which means a minimum of ex- 
pense; also it means getting the job done 
quickly so as to make way for new proj- 
ects. This requires the ability to organize. 


We have already touched upon the 
third quality. In the task of seeking out 
the individual to do a particular part of 
the job in a business enterprise, a leader 
must show great ability in his knowledge 
of men. He must get precisely the right 
man for every job of: importance. 

It is not only necessary to choose the 
man and persuade him to serve, but the 
fourth quality of leadership now comes 
into play—the quality of arousing a spirit 
of teamwork. Many a fine organization 
on paper has failed because of the in- 
ability of the leader to inspire a working 
together, which we call teamwork. 

A great football coach, the late Knute 
Rockne, once remarked that he could 
take an ordinary team which had learned 
unselfish teamwork and pit it against an 
all-American team of stars, and lick them 
to a frazzle if they had not learned to 
play together. 

As a part of this fourth quality of lead- 
ership are two others: One is the ability 
to lay out duties in clear-cut fashion, so 
as to enable every member of the team to 
understand definitely and fully what he 
is expected to do and how he is to do it. 

The second is the ability to make each 
man on the team feel that his part is as 
important as any other. 

Much still remains to be known about 
the elusive qualities of leadership. But 
four common denominators seem to char- 
acterize almost every successful leader. 
These are: the ability to visualize, to or- 
ganize, to deputize, to supervise. 


—MERLE THORPE. Service (Cities Service Company, 60 Wall St., New York, N. Y.). 





CORRECTION does much, but encouragement 


censure is like the sun after a shower. 


does more. Encouragement after 


—JoHANN WOLFGANG von GOETHE 
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INDUSTRY VS. THE H-BOMB. By Jack Robins. 
Commerce (1 North LaSalle Street, Chicago 
2, Ill.), December, 1953. 35 cents. Though 
dispersal may be the long-range but difficult 
and costly answer, industry can act now to 
protect itself against H-bomb attack by pro- 
tective construction and by revising products 
or performance specifications in order to spread 
production geographically, this article points 
out. It tells how the four U. S. producers of 
jeweled watch and clock movements are study- 
ing the problem cooperatively and have, for 
example, worked out a set of attack-warning 
signals to protect workers and machines. 


PUBLIC RELATIONS DOWN TO EARTH. By J. A. 
R. Pimlott. Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), September-October, 
1953. $2.00. This interesting evaluation of 
some .common assumptions about public rela- 
tions concludes that this function conclusively 
“pays off” to the extent that its objective is 
specific and noncontroversial and does not 
entail changing people’s deep-seated convic- 
tions. The author recommends a closer check 
on public relations expenditures insistence upon 
higher standards of professional competence, 
and more research into what can be achieved— 
most economically—by various public relations 
methods. 


HOW TO WRITE BETTER BUSINESS REPORTS. By 
J. E. Bedford. Mill & Factory (205 East 42 
Street, New York 17, N. Y.), December, 
1953. 50 cents. Suggests a five-step formula 
for writing good business reports, based on 
the following key words: subject, audience, 
purpose, reason, and development. To enable 
the report-writer to address his audience most 
effectively, for example, seven questions which 
explore the nature of the audience are listed. 


PLANT DEDICATIONS, PLANT TOURS, AND CFEN 
HOUSE. (Copies available gratis from L. R. 
Boulware, Vice President, Employee and Plant 
Community Relations, General Electric Com- 
pany, 570 Lexington Avenue, New York 22, 
N. Y.). Describes the objectives, advance 
plans, step-by-step arrangements, and publicity 
techniques used when General Electric invites 
the public to view its operations. The section 
on holding an open house, for example, covers 
such matters as drawing up a guest list, send- 
ing invitations, providing transportation and 
parking, serving refreshments, and _ issuing 
souvenir booklets. 
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WHAT AMERICAN MANAGEMENT MEN CAN 
LEARN FROM VISITING EUROPEAN EXECUTIVE 
Groups. By Wilson T. Seney. Advanced 
Management (74 Fifth Avenue, New York 11, 
N. Y.), November, 1953. 75 cents. Ten char- 
acteristics of American management most ad- 
mired by foreign productivity teams sent here 
by the Economic Cooperation Administration 
(now the Foreign Operations Administration) 
are described with emphasis upon their impli- 
cations for the controller. The visitors ob- 
served, for example, that the American man- 
ager takes calculated risks—a major reason for 
the very existence of the controller's position, 
the article comments. 


A PROGRAM FOR COST REDUCTION. By Bruce 
Payne. Harvard Business Review (Soldiers 
Field, Boston 63, Mass.), September-October, 
1953. $2.00. Stressing the urgency of cost 
reduction, this article considers the following 
steps in setting up a program for reducing 
costs 10 per cent: getting the preliminary facts, 
coping with employee resistance or the obstruc- 
tion of a hostile union, setting up a formal 
organization to keep future costs in line, and 
minimizing the cost of the reduction program. 
The author favors the establishment of a 
separate staff with clear-cut authority for cost 
reduction and outlines specifications for the 
industrial engineer's job. 


WHY IT TAKES LONGER NOW FOR YOUR DEAL- 
INGS WITH GOVERNMENT. By Jerome Shoen- 
feld. Sales Management (386 Fourth Avenue, 
New York 16, N. Y.), October 15, 1953. 50 
cents. This department-by-department picture 
of how reorganization and budget cuts are af- 
fecting the government operations that affect 
businessmen suggests that while patience is 
required in obtaining information and action 
on important decisions, criticism should be re- 
served for another year, until the new admin- 
istration has had a chance to “jell.” 


THE ROLE OF PUBLIC RELATIONS IN INDUSTRY. 
By John W. Hill. (Hill and Knowlton, Inc., 
Empire State Building, New York 1, N. Y.), 
October 30, 1953. Gratis. This pamphlet dis- 
cusses public relations as a tool for building 
good will and defending it during difficult pe- 
riods. It contains a 12-point check list for 
constructing a sound program based on three 
elements: integrity, sound objective judgment, 
and effective follow-through. 
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HOW EFFECTIVE IS YOUR EMPLOYEE MAGAZINE? 


Empioyee MAGAZINES and newspapers 
are costly to run. And their effective- 
ness is not easily measured. As a result, 
operating executives often wonder 
whether their publications are worth the 
cost—especially when budgets get tight. 
To help employers evaluate the job their 
employee magazines are doing, the As- 
sociation of National Advertisers, Inc., 
recently surveyed six major companies, 
interviewing a total of 1,800 employees. 
Here’s what the researchers found: 
Acceptance and readership. Employees 
feel that the plant magazine or newspaper 
is their best source of information about 
the company; 53 per cent of those s: 
veyed mentioned it as their major source. 
The believability of employee publications 
is phenomenal; some 97 per cent of 
workers stated they felt they could be- 
lieve what they read. Readership is faith- 
ful and detailed, with better than three 
out of four employees (78 per cent) 
reporting they read their publications 
regularly. Home readership is also sizable. 
Employees reported an average of 1.4 
family members read the publications. 
Readership of editorial material. Pic- 
ture spreads and sectionalized depart- 
mental news have top pulling power, the 
survey showed. Ninety per cent of em- 
ployees “read some” of these features. 
Other high-scoring types of feature (ap- 
pearing in at least three publications) 
were: cartoons, classified advertisements, 
25-year veterans, employees in Armed 
Forces, news (“tidbit style”), sports, sug- 
gestion plan. Signed editorials outscored 
unsigned ones by a good margin. 
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Readership of economic and political 
material. Some executives feel manage- 
ment should speak up on controversial 
topics and attempt to educate employees. 
Others feel management should keep 
hands off. The survey results are en- 
couraging to those who feel direct action 
is the proper approach. No evidence was 
revealed that economic and political sub- 
jects suffer by comparison with other 
editorial material. Employees take articles 
on these topics in their stride. 


Also, editorials on socialism, profits, 
etc., do well, while economic news does 
even better, in many instances. For ex- 
ample, “Dravo Bids,” a feature telling 
about contracts the company bid for and 
won or lost, got a phenomenal 84 per 
cent “read some” and 83 per cent “read 
most.” 


Effect of attitudes on readership. To 
distinguish between those with “‘leftist” 
political tendencies (favoring government 
ownership) and those with “rightist” ten- 
dencies (opposed to government owner- 
ship), the surveyors asked a series of 
questions about government control or 
ownership of manufacturing companies, 
business, and electric power and light 
companies. Employee attitudes were 
divided as follows: leftist—13 per cent; 
doubtful—22 per cent; rightist—42 per 
cent. Analysis showed that the most 
significant difference between the leftist 
and rightist groups was in their educa- 
tion. Grade school tended to be the 
upper limit of education among those who 
favored socialistic measures; among right- 
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ists, high-school graduation tended to be 
the most frequent educational attainment. 

The report also indicated that leftists 
tended to be younger, more often laborers 
and machine operators, and that women 
inclined more to the left. 


Finally, leftists were the least inclined 


publication according to the Flesch “Read- 
Ease Formula.” 

They discovered, first, that the average 
publication required at least some high- 
school education for reader understand 
ing. Yet 32 per cent of the employees 
surveyed had had no more than grade- 


school education. Second, the publications 
were not consistent. Each one carried 
at least one article written at the fifth-or 
sixth-grade level, and all but two carried 
at least one other article that was written 
at the college level. Finally, researchers 
found little, if any, relationship between 
readership and readability. Some of the 
most interesting articles (in terms of 
readership scores) were written at high 


to read their company publications, look- 
ing into them 15 per cent less than right- 
ists. This tendency was most marked in 
the case of economic and political ma- 
terial. Part of the reason, of course, is 
the lower educational level of the leftists. 

Readability of publications. To find 
out whether the publications were being 
written at the educational level of the 
employee and family audience, the re- school levels. And some of the less inter- 
searchers analyzed every article in each esting articles were very simply written. 

—Factory Management and Maintenance, Vol. 3, No. 6, p. 270:4. 


Company-Sponsored Education Programs—A Survey 


SOME FACTS of real significance for corporate executives who are concerned with 
the education of the next generation of management emerge from a survey recently 
conducted by the National Committee on Education of Controllers Institute among 
its member companies. 

Of 670 firms replying in the survey, 182 offer formal education programs to 
their employees; 124 of these programs are available through recognized schools, 
with 36 handled within the company. The remaining 22 programs are handled by 
some kind of joint arrangement. 

Fifty-nine companies pay full tuition for the attainment of specific standards; 60 
companies pay part tuition. Twenty-seven companies pay full or part tuition re- 
gardless of results achieved by the students. In 39 companies the instruction during 
working hours is with pay. Eight of the companies pay their employees for time 
spent in classes after working hours; 24 do not. 

—Pavut Haase in The Controller 10/53 





A 20-PER-CENT RISE in the years of school completed by the average American 
worker occurred between 1940 and 1950, according to the Bureau of the Census. 
The average schooling of working men over 18 years old increased from 8.8 
to 10.7 years; for working women, from 10.2 to 12.0 years. Younger workers, 
18 te 34, were found to average more than 12 years of schooling, the 35-44 age 
group about a year less, and the older workers more than three years less. 

This decade of rising educational levels was also a period of greater population 
mobility. It is significant that the sections of the country having the highest popu- 
lation increases also had the greatest rise in educational levels. 

—Labor Relations Letter (U. S. Chamber of Commerce) 12/53 
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STUDYING A JOB BY WORK SAMPLING 


Time stupy is used almost universally 
today for finding out what a person does 
on a job or how much time it takes him. 
However, while time studies are relative- 
ly simple when an operator sits at a 
machine and performs a task whose cycle 
of completion is, say, 10 minutes, non- 
routine jobs don’t lend themselves to this 
system of study. 

It would be practically impossible by 
total observation time studies to get a true 
picture of how a company’s battery of 
executives divides up a typical day’s time 
among tasks of supervising, detail work, 
meetings, dictation, and_ telephoning. 
Time and money involved alone would 
probably be prohibitive—not to mention 
the chance that what the observers came 
back with would be a distorted view. 
That’s where work sampling comes in. 

Without the work sampling technique 
—the briefest definition for it is simply 
substituting statistical methods for total 
observation in job situations—customers 
of the J. L. Hudson Co., Detroit's largest 
and the nation’s second largest depart- 
ment store, might still be short on floor 
manager aid. 

Last Christmas, when Hudson’s found 
its floor managers time after time doing 
something besides taking care of custom- 
ers, its executives decided to run a study 
using work sampling in 19 of the store’s 
150 departments—toys, china, bedding, 
drapes, and others. 

The first step was to brief the floor 
managers, explaining what was to be done 
and how, and stressing the fact that no 
one’s efficiency or job was in question. 

The next was to break down the 
floor manager's normal job into seven 
elements that could be identified and 
charted. These were: checking service 
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(seeing that customers are served); cus- 
tomer contact (handling customers’ prob- 
lems); using the telephone; detail work 
(making out forms, signing sales checks) ; 
contacts with other supervisors; supervis- 
ing sales people; and personal time. 

Then the sampler divided the working 
day (9:15 am. to 5:30 p.m.) into 11 
45-minute-periods. He assigned each pe- 
riod a number from one to 11 and then 
used a standard table of random numbers 
to select each day seven periods out of 
the 11 for checking. This gave him a 
wide variety of daily schedules, and, in 
addition, he varied his route through the 
19 departments being checked, thus mak- 
ing it impossible for floor managers to 
know when to expect him. He would 
check off on his list of elements what 
each floor manager was doing at the var- 
ious time intervals. 

After 21 days, the sampler had 2,334 
observations of the 19 floor managers. By 
statistical methods, he could determine he 
had enough samples to get a true picture 
of a floor manager’s work day. 

By adding the number of observations 
for each element and dividing into the 
total observations, he got a percentage of 
the day’s time floor managers spent on, 
say, detail work. 

Here’s what the study showed: In a 
working day, floor managers were spend- 
ing only two hours and 31 minutes with 
customers and three hours and 20 minutes 
on supervisory and detail work. Yet, 
theoretically, about two-thirds—or more 
than five hours—of the floor manager's 
time should be spent assisting customers. 

As an outgrowth of the study, Hud- 
son’s has divided the job and nearly 
doubled its force of floor managers. One 
person in each department now handles 
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checking service and customer contact; 
a second handles detail and supervisory 
work. 

Other companies are using work sam- 
pling, too. 

At Carrier Corp., for example, clerical 
work was sampled to find relative amounts 
of make-ready, do, and put-away time in 
a clerk’s job. 

Professional engineers at Calumet & 
Hecla Inc.’s Wolverine Tube Division 
were sampled to find how they were using 
their time. Result: Preventive maintenance 
was increased, and draftsmen were re- 
lieved of clerical work in writing engi- 
neer orders by the use of dictating ma- 
chines. Professional-level work increased 
14 per cent. 

Ford Motor Co. right now is studying 
work sampling for possible use among 
factory workers. 

Companies are becoming interested in 
work sampling for three reasons: (1) 
Jobs that haven't been scientifically ana- 
lyzed before are now open to the statistical 


approach. (2) The use of work sampling 
requires little training or experience— 
especially in a factory where the math- 
ematics involved is easily understood by 
the engineering department. (3) The 
cost is negligible. One sampler can often 
fit the job into his regular work. 

Some people acquainted with the work 
sampling method aren't completely con- 
vinced that it can be useful for analyzing 
executive jobs. They figure an executive 
in the higher levels of management has 
got there because he knows how best to 
spend his time. If he doesn’t, he is not 
a good executive, and the work under his 
control is going to show it. These critics 
think work sampling ought to be confined 
to studying foremen or supervisors. 

Others, though, who are sold on work 
sampling, want to apply it more. In fact, 
some think that since time study requires 
trained personnel and, for a large study, 
a lot of it, work sampling will outmode 
time studies even in places where the 
stopwatch method is applicable. 


—Business Week, December 12, 1953, p. 58:5. 


ARE TIME CLOCKS NECESSARY? 


Two years aco the Parker Pen Com- 
pany eliminated time clocks from its plant 
and put employees on an honor system. 
There was little precedent for such a 
move and no absolute guarantee that it 
would work. But two years of operation 
have proved the new system a success. 
The installation of an honor system 
was first considered when a study proved 
that time clocks had certain disadvantages. 
Many employees left their jobs up to five 
minutes early, so they could have a for- 
ward position in the time-clock lineup at 
quitting time. A subsequent survey of 
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employees showed that not one of them 
harbored anything but dislike for time 
clocks and what they represented. Certain 
that time clocks’ disadvantages outweighed 
their advantages, the company began a 
test to sec whether they could be elim- 
inated. 

In September, 1950, the lowest-level 
supervisors of small work groups started 
using filled-in, handwritten time cards at 
day’s end. Foremen’s clerks were made 
responsible for filling out cards of em- 
ployees who had been ill for a few days. 
It was decided that should the program 
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be extended to all employees, supervisors 
would be responsible for accounting for 
the time of employees who left for any 
reason during the work day. 

A careful check was kept on the new 
program. Enough time was saved and 
employee morale was boosted sufficiently 
to warrant introduction of the plan on a 
larger scale. 

After two small departments had been 
chosen as control sections, employees in 
them were introduced to the mechanics 
of the new plan. Explaining the new 
system required about the same amount 
of time as the usual explanation of time 
clock workings. 

Supervisors were made responsible for 
determining whether or not employees 
were leaving their work stations before 
the quitting time. However, as the plan 
has worked out, the role of the supervisor 


in this respect has proved to be practically 
unnecessary. Employees have fully recog- 
nized that their honor is at stake, and 
the new plan has such backing among the 
workers that the few who may try to take 
advantage of it must face criticism from 
the group. 

The elimination of time clocks not only 
has proved to be practicable but has pro- 
duced considerable time savings. Because 
of the resultant boost in employee morale, 
certain other benefits have accrued. Tar- 
diness dropped 47 per cent the first year 
the plan was in operation and 33 per cent 
the second year. At present there are 
only about 51 cases of tardiness a month 
—an all-time low for the company. Con- 
sidering that supervisors and fellow em- 
ployees are a deterrent to any falsifica- 
tion, this recor can be considered as an 
accurate measure of employee enthusiasm 
for the program 


—Puitip HuLL. Management Methods, November, 1953, p. 27:2. 


U. S. Labor Takes the Prize 


IN EUROPEAN manufacturing plants, approximately three times as many persons are 
employed per unit of output as in a typical American factéry. 

This is among the conclusions of a report published by the Stamford Research 
Institute on its recently-completed survey of workers’ production abroad. 


SRI analysts found that comparative productivity ranges from one-seventh and 
one-fifth of U. S. productivity in Spain and Italy, respectively, to about one-half 
in Sweden and the United Kingdom. Canadian output (which was included in 
order to provide a broader base for comparisons) was found to be about four- 


fifths of the U. S. rate. 


According to the SRI measurement, U. S. productivity increased by 2 to 3 
per cent annually in the years 1947, 1948, 1949, and 1950. Except in Germany, 
productivity improvements in all Western Europe were “just about keeping pace” 


with U. S. figures. In Germany the upward trend was much sharper—from 15 
per cent of the U. S. level in 1947 to 32 per cent in 1950. 

Relative wages and relative productivity of workers in this country and abroad 
bear a close resemblance, according to the Institute. The average American worker 
turns out three times as much per year and is also paid, on the average, about 
three times as much. Moreover, “where identical capital equipment was used 
in the United States and abroad . . . typically the foreign plant was found to 
employ two to three times as many employees as the American plant in attaining 
the same output.” 

—Business Week 11/7/53 
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Gateway to Communication 


WHAT WOULD HAPPEN to a labor-management dispute if it were conducted in 
such a way that labor (without necessarily agreeing) could accurately state 
management's point of view in a way that management could accept; and 
management (without approving labor's stand) could state labor’s case in a way 
that labor agreed was accurate? It would mean that real communication was 
established—and practically guarantee that some reasonable solution would be 
reached. 

If this is an effective approach to good communication and good relationships, 
why is it not more widely tried and used? 

One reason is that it takes courage, a quality which is by no means commonplace. 
If you really understand another person—if you are willing to enter his private 
world and see the way life appears to him, without any attempt to make evaluative 
judgments—you run the risk of being changed yourself. And the risk of being 
changed is one of the most frightening prospects many of us can face. 

A neutral third party, who is able to lay aside his own feelings and evaluations, 
can assist greatly by listening with understanding to each person or group and 
clarifying the views and attitudes each holds. 

—Cari R. Rocers and F. J. Roeruiissercer in /ndustrial Nursing 


Bringing the Job to the Applicant 


IT DIDN'T raise wages. Or lower employment standards. Yet in the tightest labor 
market since World War II, Bell Aircraft Corporation (Buffalo, N. Y.) recently 
added hundreds of new, vitally needed employees. It brought the job to the man 
via a hire-at-home plan. 

Advertisements for draftsmen, designers, design checkers, and engineers told 
potential employees to phone the company to arrange for interviews in their homes. 
During the first three days, 300 phone calls came in from the Buffalo area. When 
the scene was shifted to nearby Rochester, there were 110 calls in two days. 

Meanwhile a staff of 40 employees had been trained in “selling” Bell Aircraft 
as a “fine place to work.’ When a call came in, a staff member was sent to the 
inquirer’s home to interview him. 

So well was the plan publicized that draftsmen and engineers from distant cities 
wrote in. Bell employees themselves brought in friends who might prove potential 
workers; wives and mothers phoned on behalf of their husbands and sons. The plan 
also stepped up the number of job applicants at the company’s regular employment 
offices. ; 

Although the first advertisement called only for draftsmen, designers, design 
checkers, and engineers, phone calls came in from workers of all kinds, including 
one dishwasher. 

—Joun W. Freminc in Factory Management and Maintenance 11/53 





“WELCOME BACK”: When members of Local 1503, International Association of 
Machinists (AFL) returned to work after a 10-week strike resulting from a 
contract dispute at Keller Tool Company (Grand Haven, Mich.), they were 
presented with a personalized greeting card which read, in part: “Welcome back 
. . . We're glad you are back to work. With your help we hope to soon have 
production up to a normal level again . . . We are confident that the new contract 
will work to the benefit of all concerned. All of us can now look forward to 
the opportunities that lie ahead. So, Welcome Back. —Keller Tool Company.” 
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POOR RELATIONS: INDUSTRIAL VARIETY 


By WILLIAM STEIG 





Literalist. His technicalities keep autocrats 
at the bargaining table indefinitely. 





Protectionist. The boss 
who feels his prerogatives 
are slipping. 


The belligerents. 
Commonly perform their 
toe step when not 

facing the music. 


Schizoid. A product of the conflicting 
command, or unexplained policy shift. 
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et 
“7 Eager beaver. He loses 


friends but may influence 
someone to promote him. 


Materialist. His faith abides in 
comforts for the outer man. 





















































/ 


























The Isolationists. Recognized by faint cries of “Pass the information!” 








—From “The Management of Men,” Fortune, Vol. XXXIX, No. 2 
Copyright by Time, Inc. Reproduced by special permission. 
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SELLING THE SUPERVISOR'S JOB 


““W iio wants to be a foreman? All you 
have is responsibility!” 

That’s the way many a worker puts it 
when he is offered a supervisory job— 
and decides to turn it down. The reaction 
is understandable enough; management 
itself keeps harping—and with good 
reason—on “the foreman’s responsibili- 
ties.” 

Maybe fewer employees would spurn 
promotion if they knew more about the 
privileges of supervision. Daystrom Fur- 
niture Co. (Olean, N. Y.) got to thinking 
about this whole business of supervisory 
headaches, and the advantages that go 
with them. As a result, it formulated 
a set of precepts on what it means to 
be a supervisor and distributed copies to 
all its employees. 

Here’s how Daystrom worded it: 


THE RESPONSIBILITIES OF 
A FOREMAN’S JOB 


To maintain good human relations . . . Our 
employees are our most important assets. Treat 
them as individuals. Be sympathetic. En- 
courage them to come to you with their prob- 
lems. In turn, keep them informed about what's 
going on. No company and its employees can 
operate effectively without a good basis for 
mutual understanding. 

To run your department as you would run 
your own business . . . You wouldn't tolerate 
any waste or slovenly work if this were your 
own business. Don't saddle our company with 
it. 

To get maximum effectiveness from your de- 
partment . . . Your job is to make sure your 
department is turning out its work on time 
and within the cost limits of your departmental 
budget. Planning in advance helps your em- 
ployees to do their best work. 

Te maintain discipline in your department 
. . . Certain rules and procedures have been 
established to help us get our work done 
efficiently and safely. Make sure everyone fol- 
lows them. We cannot afford to have anyone 
in this organization who is dragging his feet 
or is not loyal to his company or his fellow 
employees. 

To cooperate with other departments . 
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“Bottlenecks” are bad business. Cooperate with 
other department heads to avoid production 
snags. Check constantly to make sure your 
department is operating smoothly with other 
departments in the plants. 


To maintain high standards of quality .. . 
You are best qualified to correct and prevent 
work practices that result in waste and spoil- 
age. Waste and scrap cost money. They are 
direct reflections on your ability as a manager. 
Remember, quality is our most important prod- 
uct. If quality slips, our sales go down. Then 
everyone's in trouble. Quality is your job. 


To see that management plans are carried 
out... The success of management planning 
depends on people. You have the responsi- 
bility for translating plans into action—for 
seeing that your department meets its goal. 
Daystrom depends on you for the successful 
operation of this company. 


To make your own decisions in matters af- 
fecting your department . . . Your decisions 
are necessary to the smooth operation of your 
department. You can’t duck decisions—you're 
paid to make them. Use your head instead of 
your hands. . 


To recommend better ways of getting the 
job done . . . One of the best ways to keep 
ahead of competition is to develop improved 
methods of production. Keep alert for im- 
provements. It’s part of your job to recom- 
mend better ways to do things. 


To control costs . . . Scrap, downtime, and 
material-shortage delays cost money. It’s up 
to you to keep these costs down by good plan- 
ning—good controls—good supervision. 


To build teamwork and morale . . . Guide 
and inspire your employees to give their best 
work, Get your department working together 
as a team. Be a real leader. 


To give your employees coaching and in- 
struction . . . Be sure your employees know 
how to do their work. Give instructions com- 
pletely, and follow up to be sure that your 
employees follow those instructions properly. 


To recommend equipment needs and to see 
that equipment is tae in good working or- 
der . . . Suggest ways for more effective op- 
erations through improved equipment. Plan 
ahead so maintenance work can be done with- 
out interrupting production. Downtime be- 
cause of unexpected equipment failure is ex- 
pensive. 


To give directions clearly and with author- 
ity . . . You are running your department. 
You can’t dodge this responsibility. Earn re- 
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spect and it will be given you. Make certain 
your employees know what they are supposed 
to do—and why. Give clear, concise instruc- 
tions and reasons. 


THE PRIVILEGES OF 
A SUPERVISOR 


Better pay . . . You're handling a job with 
greater responsibility . . . and you get paid 
for the job you do, not just the number of 
hours you work. 

Regular pay . . . Layoffs and reduced work 
weeks don’t affect you. You can plan your 
personal finances ahead . . . budget to get the 
things you and your family want. 

Better job security . . . Seniority considers 
not only your length of service but also your 
ability to do your job. You're an individual, 
not a member of an hourly-paid work group. 
Since you're a member of management, there's 
less chance of layoffs affecting your job secur- 
ity . . . even if the workforce is cut, we still 
need supervision. 

etter opportunities ov Promotion ... You 
get management performance reviews and 
consideration for all management promotions 
for which you are qualified. Daystrom is grow- 
ing and we believe in promoting from within. 
You are also part of the corporation-wide 
management development plan to help man- 
agement men improve themselves and qualify 
for better jobs both in our company and in 
other Daystrom companies. 


You're ‘‘on your own” ... Being a super- 
visor has many small but important privileges. 
For example, you don’t punch a time clock, 
you have a reserved parking space, you have 
special “time-off” privileges, etc. 

Better sick leave plan . Less than six 
months’ service—up to 5 work days paid sick 
leave. Six months to two years—10 work 
days sick leave. Two years to five years—20 
work days sick leave. Five years to 10 years— 


40 work days sick leave. More than 10 years 
service—40 work days plus special considera- 
tion for additional time if needed—a very 
liberal plan to oe you and your family in 
case you are ill. 


Better vacation plan . One week's va- 
cation after six months’ service up to July 1st. 
Two weeks’ vacation after one year’s service. 
Three weeks after 10 years. 


Better insurance and pension benefits 
Because your base pay is higher as a super- 
visor, you qualify for additional coverage under 
Daystrom’s life insurance and pension pro- 
grams. 


Training course . . . Offered by Daystrom 
to help you do the best possible job, broaden 
your own knowledge and assist you in becom- 
ing a better supervisor, better qualified for 
promotion. 


Increased prestige as a member of 
management. To those whom you supervise, 
you are the “boss.” To the community, and 
to your friends and neighbors, you don’t just 
“work” here, you are part of management. 
Your family is proud of your accomplishments, 
too. 


Better credit rating . . . You have a steady 
income as a supervisor—and you'll find your 
credit rating at local stores and at your bank 
is more favorable because of your management 
position. 


You get company inside information fast 
and accurately . . . You're usually the first to 
know about new company plans, changes and 
activities. You have an opportunity to par- 
ticipate in the formulation of many plans and 
programs. 

You can help plan Daystrom’s future . 
Your recommendations and suggestions play a 
real part in shaping the company’s future, and 
give you the satisfaction of making a sub- 
stantial contribution to the company’s future. 


—Employee Relations Bulletin (National Foremen’s Institute, Inc.), 
December 16, 1953, p 6:3. 


House Organ Heard Around the World 


THE “B” Line, Burroughs Corporation's company newspaper, provides a new 


demonstration of the virility of corporate journalism. 


It has just come up with 


an International Air Edition which will keep Burroughs people in some 70 coun- 
tries informed about what goes on at the home plant. 
The new paper, a four-page tabloid, printed on 11-pound Bible paper, weighs 


slightly less than one-fourth ounce per copy. 
readers 24 hours after it is mailed in Detroit. 


It will reach some South American 
London, Paris and Frankfurt readers 


will receive it in six days; those in Australia, New Zealand and India in about a 


week. 
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—Nation’s Business 8/53 





Real Wages: U. S. vs. U.S.S.R. 


HOW DO Soviet workers fare in a “workers paradise”? Secretary of State John 
Foster Dulles recently gave this comparison of earnings on two sides of the Iron 


Curtain: 


“For a worker to buy a pound of butter in New York, it takes 27 minutes of 
work; for a similar worker in Moscow, it takes over six hours of work. 

“For a pound of sugar, 31/3 minutes in New York; 84 minutes in Moscow. 
For a quart of milk, seven minutes in New York; 42 minutes in Moscow. For a 
dozen eggs, 25 minutes in New York; nearly three hours in Moscow. 

“For a cotton shirt, nearly one hour in New York; 22 hours in Moscow. For 
a man’s suit, three days in New York; 47 days in Moscow. For overshoes, one 


day in New York; 13 days in Moscow.” 


Also Recommended e e « 





IT'S A HAPPY FACTORY. By K. G. Merrill. 
Collier's (640 Fifth Avenue, New York 15, 
N. Y.), December 25, 1953. 15 cents. De- 
scribes the efforts of a small manufacturing 
company to eliminate management-labor con- 
flict by means of an unusual profit-sharing 
bonus plan and other benefits. The results in- 
clude increased productivity and profits, no 
strikes, no pat layoffs, and very little turn- 
over, the company’s president states in this 
article. 


MAKING DISCHARGES STICK. By Benjamin 
Werne. Factory Management and Maintenance 
(330 West 42 Street, New York 36, N. Y.), 
October, 1953. 50 cents. Lack of positive 
evidence of infractions, inconsistent enforce- 
ment, and careless wording of company rules 
often halt or complicate a company's attempt 
to fire a worker for sleeping, insubordination, 
loafing, etc., this article points out. To avoid 
court action and back pay, it cautions com- 
panies to weigh discharge cases carefully. 


THE “COFFEE BREAK’ IN INDUSTRY. Pan-Ameri- 
can Coffee Bureau, 120 Wall Street, New 
York 5, N. Y., 1953. Successful coffee breaks 
depend on adequate supervision; a regular 
time, of specified duration; adequate space and 
serving facilities; staggered breaks, when a 
substantial number of employees are involved; 
and conveniently located serving stations, says 
this pamphlet. But, it adds, the most important 
single factor is “good coffee.” 


RECENT TRENDS IN THE TEST SELECTION OF 
APPRENTICES. By Arthur W. Motley. Monthly 
Labor Review (Superintendent of Documents, 

. §. Government Printing Office, Washing- 
ton 25, D. C.), October, 1953. 55 cents. To 
reduce turnover among apprentices, unions 
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and employers are turning to state employment 
services—generally through informal arrange- 
ments—for assistance in the scientific selection 
of candidates. Screening devices used include 
both specific aptitude tests and the General 
Aptitude Test Battery (GATB), which is 
currently being studied with a view to extend- 
ing its occupational validity and effectiveness 
as a selection tool for specific trades. Remark- 
able progress has been made, says the author, 
in the development of working agreements with 
secondary schools for the orderly testing, coun- 
seling, and placement of high school seniors 
and “drop-outs.” 


THE APPRENTICE . . . AN INVESTMENT IN YOUR 
PLANT'S FUTURE. American Machinist (330 
West 42 Street, New York 36, N. Y.), 
November 9, 1953. 50 cents. A comprehen- 
sive special report on apprentice training in 
the machine tool industry, with numerous 
supplementary charts and illustrations, cover- 
ing such subjects as financing the program, re- 
cruiting apprentices, the length and method of 
training, and rates of pay. The article includes 
a detailed account of the essential curriculum 
of shop training recommended by the National 
Machine Tool Builders’ Association. 


EXIT INTERVIEWS CONSERVE MANPOWER. By A. 
Herbert Planteroth. Bankers Monthly (P. O. 
Box 7600, Chicago 80, Ill.), Vol. LXX, No. 7. 
50 cents. Exit interviews have cut turnover 
30 to 35 per cent in a single year, retaining 
in the organization one out of every 11 em- 
ployees who submitted a resignation at the 
Manufacturers Trust Company, New York. 
Besides reducing total training costs by more 
than $60,000, the program has enabled the 
bank to improve over-ali employee relations, 
the author states. 
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WOMEN'S ATTITUDES TO REPETITIVE WORK. By 
David Cox. The National Institute of Indus- 
trial Psychology (14, Welback Street, W. 1, 

ndon, K Report No. 9, 2s 6d. A 
report on the attitudes of 160 women workers 
toward the repetitive jobs at which they were 
employed, showing that while individuals differ 
in respect to the routine tasks and the work- 
ing speeds which they prefer, all wanted job 
security, freedom to work in their own way 
at their own speed, and conditions permitting 
maximum output without annoying hindrances. 


THEY SAID IT. Guy Arthur and Associates, Inc. 
(Toccoa, Georgia), 1953. Gratis. A report on 
employee attitudes on such matters as wages, 
working conditions, and supervision, based on 
opinion surveys conducted in a number of 
companies. Among the findings consolidated 
here: the great majority of workers believe 
their jobs are secure; two out of three want 
more information on company policies and 
plans; only half know how they stand with 
their supervisors. 


THE PRIVATE LIFE OF A SUGGESTION BOX. By 
George Harry. Industrial Canada (1404 Mon- 
treal Trust Building, 67 Yonge Street, Tor- 
onto 1, Canada), November, 1953. 65 cents. 
After laying the groundwork by conducting 
supervisory and work simplification training, 
a Canadian tire and rubber goods company 
revitalized its suggestion system so effectively 
that last year 41 per cent of the ideas sub- 
mitted were put into effect, this article reports. 
It describes the suggestion procedure and the 
system of rewards. 


HOW TO FIND FUTURE MANAGERS AMONG 
YOUR PRESENT EMPLOYEES. By John H. Holz- 
bog. Management Methods (141 East 44 
Street, New York 17, N. Y.), November, 
1953. 50 cents. Describes the screening done 
by Otis Elevator Company to select lower- 
echelon employees for 1) formal training, to 
build a pool of potential supervisors and ex- 
ecutives, and 2) a preferred list of employees 
fit for direct appointment to higher-rated jobs. 
Though only 23 of the 227 applicants were 
selected, the program has encouraged many 
others to work for advancement. 


CHRISTIAN ACTION IN INDUSTRIAL RELATIONS. 
Department of The Church and Economic 
Life, National Council of the Churches of 
Christ in the U. S. A. (297 Fourth Avenue, 
New York 10, N. Y.), 1953. 16 pages, 25 
cents. Recognizing their strategic role in in- 
fluencing community attitudes, churches of the 
various major denominations have been ren- 
dering a helpful service to both management 
and labor in their efforts to promote and main- 
tain industrial peace. This series of reprints, 
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drawn principally from articles which have 
appeared in various church publications, shows 
specifically what religious leaders under vary- 
ing auspices are doing to strengthen the mu- 
tuality of interests between labor and manage- 
ment. These efforts have extended, in many 
cases, beyond the pulpit and into the plant 
or union hall in the interests of keeping the 
channels of conciliation open and fostering the 
peaceful settlement of industrial disputes. Also 
described are church-sponsored educational 
programs designed to broaden labor's and 
management’s understanding of each other's 
problems. 


EFFECTIVE EMPLOYEE AND COMMUNITY RELA- 
TIONS. Chamber of Commerce of the United 
States (U. S. Chamber Building, Washington 
6, D. C.). 50 cents. An illustrated account 
of The Steel Improvement and Forge Com- 
pany’s efforts to better employee and com- 
munity relations by publicizing its policies and 
procedures. Through such means as periodic 
newsletters, a series of lantern-slide presenta- 
tions of company problems before employee 
groups, and “open house” events. Among the 
reported results are greater employee coopera- 
tion and loyalty, as workers learn that the 
interests of both labor and management are 
served by increased productivity. 


BUDGET APROACH IN WAGE DETERMINATION. 
By Robert E. Sibson. Labor Law Journal (214 
North Michigan Avenue, Chicago 1, IIl.), 
Volume 4, No. 9. 50 cents. An analysis and 
evaluation of the “minimum health and de- 
cency” budget for the American family pub- 
lished annually by the Bureau of Labor Statis- 
tics, which is frequently used by unions as a 
standard in wage disputes. The author con- 
tends that the budget is not suitable for this 
purpose, primarily because of the variety in 
size and composition of American families, and 
points out that its application cannot raise the 
standard of living but can, at best, merely 
redistribute wages among workers. 


PREMIUM PAY FOR WEEKEND WORK, 1952. By 
“a W. Bloch and William Paschell. Month- 
3 Labor Review (U. S. Government Printing 

fice, Washington 25, D. C.), Volume 76, 


No. 9. 55 cents. A detailed technical survey 
of collective-bargaining agreements governing 
the payment of extra compensation for week- 
end work. Union agreements providing such 
compensation—which, the author asserts, are 
partially designed to deter employers from 


scheduling work on “rest days’—liberalize 
overtime regulations by requiring either more 
than time and one-half wage rates on these 
days or payment of the Saturday and Sunday 
premiums even when employees have not 
already worked a 40-hour week. 











Office Management 








PAPERWORK CAN BE CONTROLLED! 


No pane ever flew higher or faster 
because of paperwork. No automobile 
ever looked better or rode better because 
of paperwork. But, in today’s economy, 
no plane or auto can move without paper- 
work. Although our paperwork is a 
totally non-productive function, it is es- 
sential. It is the foundation of all of 
our controls: cost, production, quality, 
inventory, sales, personnel, financial and 
others. It is literally the nervous system 
of our economic society. 

In terms of objectives, paperwork may 
be defined as the recording, storing, analy- 
sis, and reporting or transmission of in- 
formation or facts for two major pur- 
poses: first, to meet legal requirements; 
second, and more important, to provide 
facts needed to help people do their jobs 
better. 

It should be kept in mind that rela- 
tively little paperwork starts and finishes 
in the office. Most systems start outside 
the office, cross departmental lines, and 
affect production and sales as well as the 
record-keeping function. Actually, the 
office is primarily a service function for 
receiving, storing, analyzing, and trans- 
mitting the information or facts involved 
in the various paperwork systems. 


GROWTH OF PAPERWORK 


How big is the paperwork problem? The 
last census told us that there were 8 
million clerical workers in the country— 
roughly 13 per cent of the total labor 
force. Moreover, many of the man- 
hours of people not included in the cler- 
ical classification are devoted to various 
phases of paperwork. All the time of 
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office supervision, and significant propor- 
tions of the time of many production and 
staff men, are spent on paperwork. Com- 
petent estimates indicate that manhours 
devoted to paperwork, including those of 
clerical workers, average 25 per cent or 
more of the national total. With a na- 
tional personal income in 1953 of roughly 
$286 billion, this means that over $71 bil- 
lion was paid in salaries alone for paper- 
work manhours. 


A $21-BILLION WASTE 


How much paperwork is waste? It is 
my estimate that 30 to 50 per cent of 
all paperwork will not measure up to our 
definition—that is, it is not really neces- 
sary for government reports or to help 
someone do his job better. 

Many illustrations of waste in paper- 
work are available. For example, one 
company, by six months of intelligent ef- 
fort to reduce paperwork, eliminated 30 
per cent of its forms. In another in- 
stance, a sales executive gathered all the 
sales reports in use in the sales depart- 
ment and compared them. There were 
over 70 reports. A careful examination 
made it possible for more than one-third 
of them to be eliminated. 

Actually, 30 per cent is probably a 
conservative estimate of the waste in 
paperwork. Thirty per cent of $71 bil- 
lion is over $21 billion—enough to bal- 
ance the federal budget, pay the interest 
on the national debt, and still have about 
$5 billion left over. No one can achieve 
these savings alone; the only way it can 
be accomplished is for each of us to do 
his bit. 
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Why do we have so much paperwork? 
Several factors are responsible. Since 
paperwork is a non-productive function, 
the tendency has been to neglect it and 
let it proliferate. In a sense it is an in- 
tangible, which presents some difficulties. 
Also, because production brings in the 
dollars, the best brains have been devoted 
to improving production methods and 
techniques rather than paperwork, which 
provides information. 

Moreover, too many people and depart- 
ments fail to appreciate their responsibility 
for paperwork. Since the major product of 
the office is paperwork, the tendency has 
been for office people to assume that 
paperwork is their responsibility. In 
many instances the lack of appreciation 
of responsibility elsewhere in the organi- 
zation has led to tremendous duplication 
of effort, as well as inaccurate source 
records. And office people in approach- 
ing the job of handling the paperwork 
responsibilities for other functions of the 
business, have too often regarded this 


task from the standpoint of policing the 
other functions. 


CAUSES AND CURES 


Lack of appreciation of the scope of 
paperwork and of what constitutes a 
sound approach to the problem has con- 
tributed, in recent years, to the perpetua- 
tion of waste. Our paperwork has become 
so bad that when any attention is paid 
to it, improvements result. Indeed, super- 
ficial attempts may produce rather spec- 
tacular results; but since they fail to get 
at the cause, waste will continue. Isolat- 
ing the causes of our paperwork difficul- 
ties and defining the problem accurately 
are essential preliminaries to a really suc- 
cessful attack on waste. 

Critical examination of filing proced- 
ures—to take one example—can in some 
cases cut filing and storage costs by as 
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much as one-half; where records are 
moved from active files to inactive stor- 
age, the cost can be cut as much as 90 
per cent. But how much does this filing 
actually cost? Remington Rand has esti- 
mated that it costs 20 times as much to 
create a piece of paper as it does to file 
it for a year. If we can eliminate all 
filing, effect a 100 per cent saving— 
which is extremely difficult—we shall have 
achieved only a S-per-cent saving on 
paperwork. Another popular approach 
today is to tackle the forms—to standard- 
ize size and quality of paper, set up com- 
bination runs to cut printing costs, and 
control reprinting to bring all forms in 
line with the standards. This approach 
has saved substantial amounts for many 
companies. But writing, handling, and 
using the forms costs, again, about 20 
times as much as the forms themselves. 
On the other hand, a critical examination 
of the end use of a form may result in its 
elimination, or may indicate duplications 
the elimination of which will drastically 
reduce costs. 

Standardizing forms may save 10, 20 
or even 50 per cent of the cost of the 
forms. On the other hand, a saving of 
10 per cent in the system—vwriting, 
handling and subsequent use—will often 
equal the total possible savings which 
could be achieved by the complete elim- 
ination of the forms and the final filing 
or storing. And a 10-per-cent saving in 
the system is much easier to achieve. 


OTHER PROBLEM AREAS 


Another area of waste connected with 
paperwork is the waste in other func- 
tions of the business due to lack of in- 
formation and inadequate or inaccurate 
records. Many situations could be bet- 
ter handled if more information was avail- 
able; but management is often spending 
so much for paperwork already that it 


97 





thinks it can’t afford to get the additional 
facts. Eventually, such situations may 
become so acute that something has to 
be done. 

The final major area of waste has to 
do with the people involved in paper 
work. Rarely has any study of the pro- 
ductivity of clerical workers shown them 
producing at more than 50 per cent of 
their capacity. If our 8 million clerical 
people produced at 75 per cent of capac- 
ity, we would be able to produce all 
the necessary usable information to aid 
in these other functions. 

How can we do something about these 


pressing and costly paperwork problems? 

First, let’s examine the end use. Is the 
result necessary for government reports 
or to help somebody do his job better? 
If not, eliminate the entire system. Sec- 
ond, examine the detail in those systems 
producing necessary end results to make 
them as effective as possible. Third, pro- 
vide adequate information promptly in 
usable form to help people do their jobs 
better. Fourth—and most difficult—in 
doing all this, do it in such a way that 
we develop a desire on the part of the 
people doing the paperwork to want to 
produce more. 


—From an address by BEN S. GRAHAM (Director, Methods Research, The Standard 
Register Company) before the Sixth Annual Industrial Engineering Institute 


WHITE-COLLAR PAY: STILL GOING UP 


Sacaries for white collar workers con- 
tinue to rise, and show no signs of 
leveling off in the near future, according 


to a 1953 survey of wages paid for 23 
different office job classifications by 128 
representative New York companies. 

The salary survey, which is prepared 
annually by the Office Executives Asso- 
ciation of New York, showed that in all 
but one of 11 job classifications average 
salaries were higher last year than in 
1952. The exception: senior typists, whose 
average weekly pay in 1953 was $52, the 
same as in 1952. 

Wages for all categories of stenogra- 
phers and transcribing machine operators 
showed a continuing sharp increase. 
Private secretaries, (defined as “fully 
qualified stenographers” to one or more 
senior executives) are now earning an 
average weekly rate of $78 in New York, 
as compared with $71 last year. 

Stenographer-secretaries have averaged 
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a $5 weekly increase from $61 in 1952 
to $66 today. Senior stenographers’ sala- 
ries have risen from a $55 average to $60, 
and junior stenographers are earning, on 
the average, $52 a week, as against $47 
last year. 

The survey also discloses that offices 
are still increasing fringe benefits for 
their employees. Thirteen companies have 
profit-sharing plans for employees; 89 of 
the responding firms have a clerical pen- 
sior. plan, which in 32 cases is paid in full 
by the company. Nearly all the com- 
panies covered offer group life insurance, 
and in 41 instances costs of the insurance 
are entirely assumed by the company. 
Hospitalization insurance is offered by 
all but three of the companies in the 
survey, and a surgical benefit plan by all 
but seven. For each of these forms of 
insurance, over half the companies either 
pay all costs for the employee or share 
costs with him. 
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This year, for the first time, over half 
the companies represented in the survey 
are on a 35-hour work week, while only 
12 of the 128 (as against 16 in 1952) 
still maintain a 40-hour week. No 
company reported a work week in excess 
of 40 hours. 

A new feature of the latest survey is 
a report on the percentage turnover rate 
among office employees in 30 respondent 
companies. One-third of the companies 
reported a turnover rate of more than 
3 per cent per month, and another third 
held turnover to less than 1.5 per cent 
each month. 

Average salaries, in some instances, 


varied significantly with the size of the 
office. Highest salaries, in most instances, 
were paid in offices with more than 1,000 
employees. 

There were exceptions however. Senior 
bookkeepers earn approximately the same 
salary in the very smallest offices—those 
with 1-25 employees—as they do in the 
largest, and quite a bit more in these 
two categories than in any of the inter- 
mediate groups. Private secretaries earn 
their best salaries—an average of $86 a 
week—in offices with 1,000-5,000 em- 
ployees, but the average drops to $71 a 
week in the offices with more than 5,000 
employees—$4 less than they earn in 
the smallest offices of all. 


—Office Management, December, 1953, p. 55:1. 


How Secretaries Feel About Their Work 


THE EMPLOYER who fears that his secretary may leave if he is too demanding can 
take heart from a recent survey which indicates that the Girl Friday welcomes 
responsibility and a chance to be a real assistant to a busy executive. 

Members of the New York Chapter of the National Secretaries Association were 
asked by the Underwood Corporation what they liked most about their jobs and 


what annoyed them most. 


Their replies gave top place to the challenge of diver- 


sified work and responsibility, which means most to 45 per cent of the secretaries. 


The boss himself is the reason why 32 per cent of the girls like their jobs. 


The 


opportunity to meet people was mentioned by 17 per cent. 
Other factors mentioned; opportunity to learn, freedom, long vacation, pleasant 


surroundings and good hours. 
mathematical records. 
mystery story.” 


One secretary said that she most enjoyed keeping 
Another one said she found her job “as exciting as a 


On the debit side of the ledger, the secretaries were again kind to their employers. 


In fact, 13 per cent said they had no fault at all to find with their jobs. 
major complaint (23 per cent) concerned routine clerical work. 


The 
Second place 


went to lack of prestige and responsibility, which is annoying to 13 per cent of 


the secretaries. 


Nine per cent are unhappy about too much work; this category 


included pressure, overtime, and the six-day week. But next in order of importance 
is “not enough work”—the response of 7 per cent. 


—Office Executive 10/53 





IN THE UNITED STATES there are about 10 to 12 million people who are not steadily 
employed, but who may take temporary jobs at some time during a year, estimates 


a Twentieth Century Fund survey. 
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SETTING NEW SIGHTS ON THE OFFICE MANAGER'S JOB 


Te OFFICE MANAGER stands on the 
threshold of a new era. His responsibilities 
are more widely accepted and understood 
than ever before. As a result, he can 
either place his job on a truly professional 
level and stand shoulder to shoulder with 
other executives—or, through shortcom- 
ings and outdated methods, remain little 
more than an upgraded clerk. 


The office manager’s job—and his op- 
portunities for improving it—may best be 
discussed under the following categories: 


Planning for Profit. In order to meet 
his responsibilities, the office manager 
must know the productive capacity of 
his entire staff. He must, therefore, es- 
tablish standards for volume, speed, ac- 
curacy, and cost. 


Also important is the keeping of job 
description and job performance records 
through which he can divert routine as- 
signments from workers in the higher in- 
come brackets and determine the sutfta- 
bility of employees for their jobs. 

Office layout is a major responsibility 
of the office manager and has a definite 
bearing on the successful completion of 
his plans. Three principal points to keep 
in mind when planning an effective office 
layout are: (1) Place files, machines, and 
other equipment near the people who use 
them; (2) provide aisles along windows 
and around the work area, if possible, 
eliminating excessive heat and drafts; 
(3) never spread desks just to fill space. 


The best results cannot be achieved 
through an office staff using antiquated 
equipment. Since it takes approximately 
$500 to equip a clerical worker properly, 
the office manager must select the proper 
equipment very carefully and then see 


that it receives adequate service. The 
value of an office equipment record can- 
not be underestimated as a means of 
determining a machine's effectiveness 
and deciding whether to purchase a new 
one. 


In order to perform his job properly, 
the office manager must have a healthy 
dissatisfaction with accepted procedures. 
A procedure which has been followed 
for more than a year should be examined 
carefully to determine if it has fulfilled 
its purpose and if it can be improved or 
perhaps eliminated. 


Controlling Operating Costs. Any at- 
tempt to control operating costs without 
a budget would be futile. Initiating a 
procedure whereby every department pre- 
pares a quarterly budget for review by 
management is one way the office man- 
ager can control the budget. It is a good 
idea, also, for the accounting department 
to issue a monthly statement comparing 
actual expenses with the budget, pointing 
out that each department head is respon- 
sible for keeping his department within 
its budget. 


Another opportunity for cost control 
lies in the reduction of paperwork. It is 
the office manager’s obligation to take the 
following steps in discarding old files 
under his supervision: (1) Take an in- 
ventory. (2) Set up, for the approval of 
the various department heads involved, a 
tentative retention schedule to meet both 
legal and operational requirements. (3) 
Supervise the discarding of worthless ma- 
terial. (4) Index all worth-while records 
so that they can be eliminated yearly as 
their usefulness vanishes. (5) Microfilm 
such papers as need extra protection. (6) 
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Make the importance of limiting file stor- 
age space clear to each department. 

Probably one of the greatest contribu- 
tions the office manager can make is by 
preparing and interpreting financial state- 
ments and symptomatic reports. No 
modern business of any substantial size 
can be intelligently managed without a 
continuous and organized flow of in- 
formation about the environment in which 
it functions, its operating plans, and the 
results of its operations. Because the 
records, the efforts, and the activities of 
the office embrace every department of 
the business, the office manager is in an 
excellent position to provide this informa- 
tion. 

Employee Job Satisfaction. The most 
important problem facing the office man- 
ager is that of human relations. In select- 


ing, training, promoting, developing, and 
directing individuals so that they can uti- 
lize their abilities to the utmost, the office 
manager can make his greatest contribu- 
tion to employee job satisfaction. 

Also important is keeping employees 
informed on the facts of business. The 
uninformed employee feels like an out- 
sider and is worried about what may 
happen, thus becoming a ready candidate 
for any misinformation with which others 
may want to supply him. 

A final function of the office manager 
in the corporate set-up is to prepare him- 
self for the upward move. In taking 
steps to reach this goal, he must remember 
that he will be free to move upward 
only if, by delegating responsibility for 
details, he has trained a capable individual 
to take his place. 


—W. M. BENNETT”. Industrial Canada, November, 1953, p. 53:3. 


MAINTAINING PRODUCTION DURING OFFICE ALTERATIONS 


In too many offices, modernization or 
maintenance work spells trouble for the 


harassed office manager—trouble in the 
form of interrupted work, confusion 
among the office staff, and a virtual 
halt in production. With common sense 
and careful planning, however, even a 
major repair or remodeling job causing 
a temporary relocation of personnel can 
be taken in stride. 

The principal handicap under such 
conditions will be lack of adequate work- 
ing space. The wise office manager will 
reduce the urgency of this problem by 
seeking substitute space as far in advance 
of the workmen’s arrival as possible. 

While space must naturally be tempo- 
rarily conserved, remember that the ef- 
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ficiency of workers may be reduced when 
they are placed too close together. The 
“crowded” feeling which some of them 
may develop under such circumstances 
can decidely impair their normal produc- 
tion. As an alternative, some desks might 
be moved to nearby corridors or to the 
office’s reception area. 

Here are several suggestions to help 
you maintain normal office routine when 
ladders and paint cans crowd out em- 
ployees: 

1. Begin making plans for necessary 
moving as far in advance as possible, so 
that there will be plenty of time to work 
out all details and to revise any plans 
that prove impractical. 


2. If possible, have the work done 


101 





during a relatively “slow” period, thus 
minimizing the danger of office produc- 
tion’s falling badly behind. 

3. In order to avoid last-minute con- 
fusion, make all necessary moves a couple 
of days before the workers are due. 

4. Give employees ample notice of the 
move, so that the changeover will not 
come as a surprise. 

5. Less confusion will result in your 
temporary quarters if you try to rearrange 
the desks approximately in their former 
pattern. 

6. Make certain that the cords of 
electrically operated office equipment can 
reach convenient outlets after the equip- 
ment is moved. 

7. If the maintenance work will entail 
temporary curtailment of power, schedule 


the maximum portion of the period when 
service is normal. 

8. Discourage employees from making 
an inspection of the maintenance work 
while it is in progress. Besides breaking 
into office routine, these inspection trips, 
with their inevitable questions, tend to 
slow up workmen and make the job last 
longer than necessary. Dissipate some of 
the natural curiosity of the office force 
by explaining as much as possible about 
the project before it begins. 

Any unusual activity in the office will 
be a cause of distraction, but the arrival 
of outsiders need not turn into a major 
problem. Plan for this time just as you 
would for any other office contingency, 
and you will probably find that workmen 


the day’s work so that electrically op- om the scene will cause far less trouble 
erated machines can be in service during than you had expected. 


—StTuart CovincTon. The Office Economist (Art Metal Construction Co., 
396 Broadway, New York 13, N. Y.), Vol. XXXV, No. 3, p. 4:1. 


What Top Management Expects of the Office Manager 


HONESTY AND INTEGRITY are the characteristics most appreciated in an office man- 
ager, according to a recent survey of company presidents in the Detroit area, re- 
ported by William B. Gregory II of W. B. Gregory and Son, Detroit. 

Other qualities which presidents of local businesses and industries regard as 
necessities for their office managers are, in order of frequency of mention: over-all 
intelligence, loyalty to the company, willingness to work, the ability to accept respon- 
sibility, appearance, the ability to get along with people, and the ability to produce 
helpful suggestions. 

Qualities of importance but less frequently mentioned by the respondents were 
these: mastery at preparing concise reports, health, willingness to help others, the 
ability to keep out of office politics, ability to hire personnel, skill in forms design 
and a sound knowledge of office machinery. 

—Office Executive 12/53 





SECRETARIAL SURVEY: 52 per cent of the secretaries interviewed in a nationwide 
survey said they prefer to take dictation from machines—because the machines are 
faster, leave more time for other duties, and cut down after-hours work. The 
average secretary interviewed in the survey (which was conducted for the Gray 
Manufacturing Company by Fact Finders Associates) does eight letters daily when 
taking shorthand and eighteen daily when transcribing from a machine. 

—Best’s Insurance News 12/53 
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WHERE WE STAND TODAY ON ELECTRONICS FOR 
THE OFFICE. By Matt W. Boz. Management 
Methods (141 East 44 Street, New York 17, 
N. Y.), December, 1953. 50 cents. Popular 
types of electronic equipment, ranging in cost 
from $600 to about $30,000 monthly rental 
or $50,000 to $1 million for outright pur- 
chase, are listed here, together with descrip- 
tions of how these machines are being used 
in the insurance, oil, chemical, iron and steel, 
auto, coal, railroad, and utility industries and 
in retail trade. Dual controls on a payroll 
computing machine used by the oil industry, 
for example, permit quantity processing of 
payroll data and printing of payroll checks in 
an average time of 15 seconds per employee. 


HOW GILLETTE PROTECTS ITS RECORDS. By Rich- 
ard N. Rigsby. The Controller (1 East 42 
Street, New York 17, N. Y.), October, 1953. 
50 cents. The equipment, forms, and proce- 
dures used by Gillette Company's new records 
and microfilm department are described here. 
An unexpected result of the program, the ar- 
ticle states, was that the photographic equip- 
ment bought for the records program has 
proved very valuable for sales promotion, ad- 
vertising, and product service work. 


CAN’T WE ABOLISH THE OFFICE COLLECTION? 
By Betty Weston. Good Housekeeping (250 
West 55 Street, New York 19, N. Y.), Oc- 
tober, 1953. 35 cents. A complaint against the 
high-pressure office collection, which, this article 
asserts, has in many cases become an annoy- 
ance and a burden to the executive as well 
as the office force. The author suggests that 
most employees “would gladly forego their 
own share of the spoils” if supervisors would 
tactfully but firmly prohibit collections on the 
company premises. 


IMPORTANT NEW OFFICE ECONOMIES—NET 
PRICING AND PRODUCTION UNIT ACCOUNTING. 
By J. George Frederick. The Office Economist 
(Art Metal Construction Company, 369 Broad- 
way, New York 13, N. Y.), Vol. XXXV, No. 
3. Gratis. Two advances in billing and ac- 
counting practice are described here: produc- 
tion unit accounting, a method particularly ap- 
plicable to retailing, which pinpoints the fac- 
tors involved in expense and places a price- 
tag on each; and net pricing, a method of 
quickly and accurately pricing detailed orders 
and preparing invoices immediately after ship- 
ment. 
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“OFFICE OF THE YEAR’ AWARDS—1953. Office 
Management (212 Fifth Avenue, New York 
10, N. Y.), November, 1953. 25 cents. Six 
articles describing the design, layout, and 
equipment of six offices which have been 
judged outstanding by leading architects, deco- 
rators, and management engineers are con- 
tained in this section, which is liberally illus- 
trated with photographs. Architect Frank 
Lloyd Wright, speaker at the awards presen- 
tation, calls upon architects to design buildings 
that bear the stamp of individuality. 


PLAN YOUR WORK—WORK YOUR PLAN. By 
E. H. Conarroe. Office Executive (132 West 
Chelten Avenue, Philadelphia 44, Penna.), 
November, 1953. 50 cents. The executive 
who sits, feet atop his desk, in apparent idle- 
ness may actually be working harder and ac- 
complishing more, in terms of forward plan- 
ning, than his harassed counterpart who 
neither organizes nor delegates his work, and 
so is never quite on top of it. The author 
makes a convincing argument for orderly work 
habits on the part of the office executive su 
as to provide leeway for more creative think- 
ing and more effective performance. 


MECHANIZED DATA PROCESSING. By Martin 
Goland. Best’s Insurance News (75 Fulton 
Street, New York 38, N. Y.), January, 1954. 
50 cents. To allay possible misconceptions 
about the intricacies of electronic machines, 
this article reviews their general components 
and discusses what can be reasonably expected 
from an installation, how accuracy can be 
tested, and how costs and results can be 
appraised. An enlightened attitude toward 
automatic data processing equipment will 
greatly facilitate new, previously unexplored 
uses for the equipment once it is installed, the 
article states. 


ELECTRONICS IN BUSINESS. By Joseph J. Pelej. 
Auditgram (38 South Dearborn Street, Chi- 
cago 3, Ill.), December, 1953. Before solutions 
can be found to the problem of constructing 
machines to perform such complex manual 
jobs as check processing, industry must under- 
take the gigantic task of standardizing and sim- 
plifying data and reducing it to language which 
the machines can understand and handle, the 
author states. He discusses the extent to which 
such goals as ease of operation and main- 
tenance, flexibility, speed, and accuracy have 
been met by existing electronic equipment. 
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THE AUTOMATIC FACTORY: PROGRESS TO DATE 


Ar its sprawling plant in Bridgeport, 
Conn., recently, Columbia Records Inc. 
was making phonograph records in two 
surprisingly different ways. On the third 
floor, 250 men in grimy work clothes 
labored amid the ear-shattering hammer 
of hydraulic presses and the stench of 
burned rubber. On the floor below, four 
neatly dressed men stood by 16 softly 
purring machines. The four seemingly 
did nothing but watch the machines work. 
Yet, in an eight-hour shift, each turned 
out about five times as many records as 
the sweating men on the floor above. 

The record industry is only one of hun- 
dreds turning to automatic production. 
Such industries as oil, chemicals and 
atomic energy, where materials are dan- 
gerous for men to handle but easily 
adaptable to machines, have necessarily 
become almost completely automatic. The 
Army is building a completely automatic 
TNT factory in Joliet, Ill., while work 
on an atomic engine for the Atomic En- 
ergy Commission includes such contrap- 
tions as General Electric's “O-Man,” a 15- 
ton remote-controlled claw to handle ra- 
dio-active material. (It can screw a nut on 
a bolt, and can even be made to pick up 
an egg.) 

Here are a few examples of other new 
automatic processes: 

A push-button hide-tanning process, 
developed by the Colonial Tanning Co., 
has just been installed at its Milwaukee 
plant. Instead of curing hides by a great 
deal of manual work, Colonial now has 
a conveyor belt to carry hides past split- 
ting and shaving machines; it uses auto- 
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matic controls to mix acids and oils in 
correct proportion to tan the hides, and 
still more automatic controls to circulate 
just the right amount of warm air in 
drying rooms to finish curing them. In 
the past, it took six men eight hours to 
tan 50,000 square feet of leather; now 
two men do a better job 20 per cent 
faster. 

At a new Ford Motor Co. plant in 
Cleveland, rough engine-block castings 
are fed into one bank of 26 linked 
machines which hone, broach, drill, and 
prepare the blocks for assembly—all auto- 
matically. Then the machines feed the 
blocks out the other end on conveyor 
belts, where still other machines and 
workers install pistons and carburetors. 
Formerly 117 machinists needed four and 
one-half hours to finish an engine block; 
now, with 41 men, the machines do the 
work in less than three hours. 

A “record-playback control’ developed 
by General Electric promises to cut much 
of the time required for fine machining. 
The control works something like a home 
recorder. A skilled operator records all 
the machine motions required for a ma- 
chining process on a tape that is hooked 
u, to the machine. When the tape is 
played back, the machine faithfully re- 
peats the original motions down to the 
last detail. 

The greatest immediate new field for 
automation is in electronics. Raytheon 
Manufacturing Co.'s radio and television 
division in Chicago already has an auto- 
matic radio chassis assembly line, geared 
to 1,000 units a day, which is run by 
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two workers instead of the 200 formerly 
needed. Other radio manufacturers are 
moving toward more automatic produc- 
tion. Instead of turning out radio cir- 
cuits assembled with wires and solder, 
they are working on printed circuits, 
which can be manufactured much more 
cheaply and rapidly. 

It will be a long time before most U. S. 
industries are generally automatic, their 
operations run by a whole new group of 
controls such as ‘“servo-mechanisms,” 
which not only correct their own errors 
but perform a series of logical operations. 
Machines run by such controls are often 
fantastically expensive to produce; for ex- 
ample, one servo-controlled milling ma- 


chine, which is so flexible that it can 
make 150 different products, costs $400,- 
000. In many industries the volume of 
production is too small to make such 
machines pay. In others, products must 
be completely redesigned before they can 
be turned out automatically. 


Furthermore, labor unions worry about 
the effects of automation on employment. 
Actually the effect would be small, at least 
in the near future; only a fraction of the 
17 million Americans who work in manu- 
facturing industries are in any immediate 
danger of losing their jobs to machines. 
And the business of making and servicing 
the new machines themselves would take 
up most of the slack. 


—Time, January 18, 1954, p. 80:2. 


Lessons from Accidents 


ACCIDENTS, wherever they occur in the organization, may provide management with 


opportunities to drive home the lesson of safety. 


For instance: 


1. Build on employees’ natural interest in “what happened?” by supplying the 
real facts and correcting misinformation about the mishap. 


2. Publicize situations in which the proper use of safety equipment, safety 
clothing, or safety guards has helped to avoid accidents. 


3. Analyze accidents and then stress steps to be taken to avoid any recurrence. 
4. Correct any accident-causing conditions resulting from faulty equipment, 


machinery, materials, or tools. 


5. Bring safety instructions and rules up to date on accident experiences. 


6. Revise safety rules where necessary to avoid repetition of accidents. 


7. Use accidents as the basis for talks with employees or in safety committee 


meetings. 


Discuss ways in which the accident might have been prevented. 


8. To avoid confusion, report accurately to employees all accident rumors and 
misinformation concerning the actions of other employees or supervisors. 


—Management Information 


(Elliott Service Co., 30 North MacQuesten Parkway, Mount Vernon, N. Y.) 11/30/53 





WHAT HAS BEEN the effect of the Korean truce on industrial operations? In a 
recent Mill’ © Factory survey of 326 industrial firms of various types and sizes, 
only 17 per cent of the firms replying reported that their defense contracts had 
been modified or cut back by late 1953. In 93 per cent of the cases where such 
cutbacks had occurred, they had not forced any significant reduction in the work 
force. Forty-eight per cent of the replying companies said they had been able to 
offset reduced defense production with increased civilian output. 
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COORDINATING YOUR COST-REDUCTION PROGRAM 


Fut-tme cost-reduction coordinators 
—at least one for every 100 employees— 
are necessary to the success of any pro 
gram aimed at reducing overhead and 
expenses, according to H. N. Meixner of 
the Engineering Department, E. I. du- 
Pont de Nemours and Company. 

“The coordinator, who is not involved 
in other duties, should be adept in remov- 
ing obstacles and showing others how 
to remove them—or, if he cannot accom- 
plish this, putting the information in the 
hands of management,” Mr. Meixner 
stated in an address before the American 
Society of Mechanical Engineers. 

“Training men to cut costs consists of 
establishing the need and desire for such 
activity and then providing a climate in 
which their ingenuity can flourish,” he 
said. “Enthusiasm, management backing, 
and follow-up can never be slackened if 
training for cost reduction is expected 
to continue to gain ground. Properly 
handled, such a program can be a power- 
ful morale builder. Employees can be 
expected to take real pride in their cost- 
reduction accomplishments.” 

Mr. Meixner pointed out that special 
rewards and incentives play an important 
role in motivating employees to cut costs. 
Employees should be brought to realize 
that in addition to the specific monetary 


awards they may receive, their ideas may 
demonstraie unsuspected abilities and 
talent which can lead to promotion. Com- 
petition in cost-cutting, he said, can be 
stimulated by establishing group goals for 
anticipated cost reduction over a period 
of time and comparing performance of 
separate groups with respect to the per- 
centage of the goal that they have been 
able to accomplish. 

After establishing the desire to cut 
costs the next major step is to show 
employees how to go about it. ‘“Some- 
times this is done by divorcing individuals 
from their regular assignment for a period 
of time during which they devote all of 
their efforts to cost reduction activities,” 
Mr. Meixner said. “Rotating personnel in 
such a position not only provides the help 
necessary in carrying out such a program, 
but also is of considerable value when 
such individuals return to their regular 
duties. Specialized training for each group 
of persons with respect to how to do 
their job better emphasizes cost reduc- 
tion.” Training should cover specific as- 
pects of cost-reduction, such as: how to 
prepare improvement suggestions; how to 
evaluate improvements, including the de- 
termination of savings; and how best to 
explain and get the improvement placed 
into effect. 


“Pushbutton Production” and the Future of Management 


THE ADVENT of the “pushbutton factory” will pose management problems which may 
bring about a new form of business organization, according to Charles E. Knight, 
plant engineer of the Monsanto Chemical Company's plastics division, speaking before 
a meeting of the American Society of Mechanical Engineers. 

While many present-day plants employ more or less continuous processes with 
instrumented control and mechanized materials handling, human decision—or at 
least surveillance—is required at first-line levels, Mr. Knight pointed out. In 
contrast, the fully automatic factory would consist of “one or more continuous 
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product lines, completely automatic from raw material ingestion to finished product 
shipment, controlled and monitored by computers.” Human effort and decision in 
production would be confined to the programming and line maintenance level. 

Among the specific changes predicted by Mr. Knight: 

Accounting will probably be done to a great extent by machines. Accounting 
talents will be more and more needed in computer operation and the financing 
phases of business. 

There will be a shift to more functional commodities which lend themselves to 
automatic production. This approach will encounter consumer resistance in many 
fields. 

Production-line units will be designed to be capable of considerable product form 
change without re-tooling. 

More technical background will be required of personnel at all levels. There will 
be fewer but more highly skilled workers per unit of output. Training will be longer 
and more costly, with the penalty for failure higher. 

Production personnel in the strict sense will be limited to computer technicians 
programming the line. Maintenance will be mostly preventive, requiring more highly 
trained, versatile engineers and craftsmen. 

There may be fewer departments as we now know them. Personnel today con- 
sidered “‘staff’—such as economists, engineers, psychologists—will be pulled more 
into the executive line. 

Management structure for the fully automated “pushbutton” factory will look 
a little strange. In fact, it may have to be designed, like the plant, as a unit, from 
the ground up. Typically, product executives and a research and product develop- 
ment director might report to the board of directors. The product executives would 
head the manufacturing branches and have reporting to them the heads of plant 
production, marketing, personnel, and operations research. 


The Real Cost of Overtime 


WHAT DOES IT REALLY COST to schedule work on an overtime basis? Over and above 
added labor charges, we should consider—and attempt to control—some of the 
wasteful elements which almost invariably accompany overtime operations. 

Consider what the final bill would be if we could assign dollar costs to the follow- 
ing overtime conditions: 

1. Long hours of extended overtime can lead to fatigue and, in turn, to lower 
productivity, poor quality, or accidents. If records are available, it would be worth- 
while just to check on the effect of overtime on these elements of departmental per- 
formance. 

2. Regularly scheduled overtime can easily become a “gravy train” in which there 
is no incentive for employees to plan their work or finish assignments on time. Study 
all cases of ‘routine’ overtime to be sure that tasks are being performed efficiently 
during the regular workweek and that overtime hours are really necessary. 


3. Long hours can create problems of morale and job satisfaction even where over- 
time needs are fully justified. 


4. Assigning overtime and adjusting employee complaints concerning schedules 
can become major time-wasters for supervisors. 

5. Inflated overtime earnings can lead to attitude and grievance problems when 
operations return to “normal.” Employees who gear themselves to higher take-home 
pay feel the pinch and are dissatisfied later on. 

It’s worth your time to check overtime. 


—Management Information for Foremen and Supervisors (Elliott Service Company, 
30 North MacQuesten Parkway, Mount Vernon, N. Y.) 11/9/53 
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JOB GROUPING: KEY TO MORE PRODUCTIVE MANHOURS 


INo manuracturer in his right mind 
would use unnecessary materials to manu- 
facture his product. Why then should 
unnecessary, unproductive manhours 
swell his costs? 

Where there is sufficient work of the 
same classification to keep operators fully 
occupied, no problem is involved. On the 
other hand, every company has jobs where 
there is not a sufficient amount of any 
one type of work to keep men gainfully 
occupied for an entire shift. Here is 
where the supervisor must give careful 
consideration to the type, amount, and 
location of the work to be done. 

Under such conditions, it is necessary 
to group several jobs, making one man 
responsible for them. This, however, is 
not as simple as it may sound. When a 
nuinber of jobs are performed by one man, 
the supervisor must make sure he can 
handle the total work load satisfactorily. 
Here are some guides that will help you 
group various jobs so that they can be 
performed efficiently by one individual: 
(1) Group jobs requiring the same safe- 
guards and safety protection. (2) Group 
jobs requiring the same mental ability. 


(3) Group jobs requiring the same tools 
and/or equipment. (4) Group jobs re- 
quiring the same type of operations and 
same physical requirements. 

After you have made a thorough study 
of the situation in your plant and have 
made satisfactory job groupings, continued 
study will still be necessary to insure 
that the arrangement remains satisfactory. 
Should there be a relocation of some of 
the equipment or an increase or decrease 
in the work content of one of the jobs, it 
may be necessary to restudy the entire 
work schedule. 

It is not satisfactory to allow the total 
work load to deteriorate gradually and 
then suddenly attempt to assign additional 
jobs to bring it up to a normal day’s 
output. Advance planning and scheduling 
are most important in avoiding wide 
swings in work requirements. 

In all cases, cost accounting is an im- 
portant detail involved in job grouping. 
When the work is laid out for most ef- 
ficient performance, the supervisor must 
be careful to distribute his men’s time 
correctly so that the correct labor costs 
can be determined. 


—W. S. LigenHarDT. Supervision, October, 1953, p. 4:2. 


“For Foremen Only” 


FOREMEN AT THE Dewey & Almy Chemical Company (Cambridge, Mass.), seldom 
have to call on higher management to settle routine problems and differences that 
arise in carrying out company policies. Instead, they solve the problems themselves 
at their weekly meetings. Only foremen are present—no personnel or training 
men, no top brass. Nobody tells the group whom to invite or what to talk about. 
The chairman is elected from their own ranks, and only the foremen have keys to 
their meeting room. 

At their meetings, Dewey & Almy foremen review their problems in applying 
company policies on the plant floor and discuss the information they received the 
day before in their meetings with their superintendents. They review all new 
policies before they're put into effect. And when a foreman bumps into a serious 
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problem or takes disciplinary action against one of his workers, he brings up the 
case to share his experience with the group. Only if they can’t agree is the super- 
intendent or some other qualified person called in for clarification. 


One out of every three weekly meetings is devoted to personnel problems and 
company policies. At the other two sessions, experts from inside or outside the 
plant discuss special topics—anything from “Sealing Tin Cans” to “Collective Bar- 
gaining.” And every so often the group schedules a refresher course on a subject 
of current interest. Monthly dues are $1.00; the proceeds are used for gifts and 
miscellaneous expenses. 

—The Foreman’s Letter (National Foremen’s Institute, Inc.) 10/12/53 


Who Holds the Purse Strings? 


IF PURCHASING MEN have been unaware of the full scope of their responsibility, 
or if top management has been slow to recognize the basic importance of the 
purchasing function in their companies, the results of a recent study by the Na- 
tional City Bank of New York should establish these facts beyond question. 

The study, which analyzed what happens to the income dollar in the 100 largest 
U. S. corporations, found that substantially more than half of the total sales 
income in these companies is expended for “goods and services purchased from 
others’—a sum more than twice as great as wages, salaries and labor benefits, 10 
times as great as all tax levies, and larger than all other expenses and profits 
combined. 


All of the 100 corporations studied reported sales revenue of $1 million or more 
per day in 1952. The figures ranged all the way from Standard Brands’ $383 
million annual sales to the $7,645 million income of General Motors Corporation. 


Specifically, the disposition of income in these 100 largest companies was as 
follows: 


77 Mfg. 15 Trade 6 Rail- 2 Public 100 Cos. 
Cos. Cos. roads Utilities Total 





Total receipts from sales and 
services ($ million) $76,921 $16,362 $4,245 $4,475 $102,003 
Costs (% of income): 
Costs of goods and services 
purchased from others . 55.4% 80.1% 23.4% 16.1% 56.3% 


Wages, salaries, and iabor 
nefits 


Federal income and excess 
profits taxes 


Other taxes 
Interest paid 
Reserves for depreciation . 








Tota! costs of operation .. 
Net income 5.9 2.2 F 5.5 


100.0 100.0 100.0 100.0 
Dividends paid 3.3 1.4 2.7 8.0 3.1 


Reinvested in business ... 2.6 0.8 4.5 2.4 2.4 





While disbursements for purchased goods and services are naturally higher for 
manufacturing and trade companies than for service companies, the important 
point that this composite operating statement brings out is that purchasing plays 
a basic and dominant role in our major industries today. Purchasing directors and 
top management, take note! 

—Purchasing 10/53 
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Company Cafeteria Services—A Survey of Industrial Prectice 


HOW WIDESPREAD are industrial cafeteria facilities? Of 459 industrial firms sur- 
veyed recently by Mill & Factory, 49 per cent maintain employee cafeterias, which, 
in four cases out of five, accommodate 200 or more employees. Cafeterias are 
operated by outside agencies in 56 per cent of the cases, and 69 per cent are 
company-subsidized. 

Seventy per cent of the companies report that most of their workers take 
advantage of the cafeteria facilities; 98 per cent find that in-plant feeding has 
definitely been an asset as far as employee morale is concerned. 


Noise Is On Every Payroll 


NOISE COSTS employers money, even if they never face a compensation claim. 
Medical authorities agree that—like bad ventilation and poor lighting—noise cuts 
human efficiency, slackens and dulls mental processes, clouds judgment, and reduces 
precision. 


Worried employers who want to start doing something about noise in their plants 
may get some guidance from a new report, based on a two-year study, which relates 
hearing loss to different kinds of industrial noise. This report is available from 
American Standards Association, 70 East 45th Street, New York 17, N. Y. The 
Association also has a sound-measurement “package” of materials showing (a) how 
to measure noise, (b) how to choose, test, and use measuring equipment, and 
{c) how to evaluate hearing aids. 


Factual reports on what individual companies are doing may be obtained from a 
number of firms, including: North American Aviation, Inc., Los Angeles; Allis- 
Chalmers Manufacturing Co., West Allis, Wisc.; Eastman Kodak Company, Roches- 
ter, N. Y.; Wright Air Development Center, Dayton, Ohio; and General Motors 
Corporation, Fisher Body Division, Detroit. 

—The Medical Advance (National Fund for Medical Education) 12/53 





THE INDISPENSABLE INGREDIENT 


WHAT AM I? 
I am ofttimes unseen—but of most importance. 
assure acceptance of your work. 
am your responsibilty. 
create friendship and goodwill. 
inspire respect and confidence. 

Everybody wants me. 
attract buyers. | 
build sales. 
cost nothing—and I should be a part of everyone's handiwork. 
provide for job security. 
am an integral part of fine craftsmanship. 

I aM QuALITy. 


_— —_— he 


— 











—Industrial Quality Control 11/53 
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Also Recommended « « « 





MATCHING PARTS SYSTEM CUTS PRODUCTION 
costs. By Elliot L. Lewis. Pacific Factory 
(709 Mission Street, San Francisco, Calif.), 
December, 1953. 50 cents. The “matching 
parts” system of production is described here 
as a radical departure from the usual mass 
production system, designed not to produce 
the greatest number of parts or products 
which can be made with the available labor 
and machinery but at meeting market demand 
economically. Requiring basic changes in at- 
titude toward market forecasts, labor, ma- 
chines, paper work, and supervisory control, 
the new system—outlined here—results in 
such benefits as synchronized flow; improved 
service; less handling, work in-process, and 
paperwork; and higher morale, the article 
states. 


GET READY FOR THE ANNUAL INVENTORY. By 
J. E. Bedford. Purchasing (205 East 42 
Street, New York 17, N. Y.), November, 
1953. 50 cents. Contains a check list to help 
purchasing agents count stock, discover errors 
in the perpetual inventory record, and analyze 
parts and materials that are not being used 
regularly. The questions are grouped into five 
categories, covering the timing, coverage, 
counting techniques, staff, and costing methods 
to be employed in the inventory. 


INCENTIVES FOR JANITORS .. . MAKE THEM 
MORE EFFICIENT AND HAPPIER. By E. A. Cyrol 
and W. K. Conway. Mill » Factory (205 East 
42 Street, New York 17, N. Y.), Vol. 53, No. 
1. 50 cents. Pointing out the unsoundness of 
basing indirect labor standards on _ historical 
data, this article outlines an incentive system 
for janitors based on time study data. Included 
are examples of comparison time sheets, jani- 
torial job descriptions, summary-of-duties sheets, 
work assignment sheets, time cards, and area 
charts showing the variable factors in sweeping 
operations. 


TOP MANAGEMENT TALKS HANDLING. Flow 
(1240 Ontario Street, Cleveland 13, Ohio), 
November, 1953. 30 cents. Four materials 
handling experts discuss in this article the 
economics, accounting methods, control pro- 
cedures, and evaluation techniques of mate- 
rials handling. One executive recommends, for 
example, that production unit accounting, used 
by retailers, should be considered by manu- 
facturers as a means for placing responsibility 
for costs directly upon department heads. 
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MAINTENANCE OPERATING POLICIES. Plant Ad- 
ministration (481 University Avenue, Toronto, 
Canada), November, 1953. 50 cents. This 
outline of the extensive preventive mainte- 
nance procedures of an oil refinery covers its 
policies on shutdowns, inspections, budgeting 
and planning, equipment selection, staffing, 
and safety work. Maintenance work is done 
by skeleton crews operating on all three shifts, 
and safety is a joint responsibility of the main- 
tenance and operating departments, the article 
states. 


HOW MANY PEOPLE FOR THE JOB? By W. C. 
Cooling and J. H. Thomas. Mill & Factory 
(205 East 42 Street, New York 17, N. Y.), 
November, 1953. 50 cents. To provide a 
yardstick for determining how many materials 
handlers, floor men, and other service workers 
are needed to maintain production, the In- 
ternational Resistance Company has developed 
for its foremen a set of charts showing stand- 
ards for indirect labor based on careful time 
studies. These charts, used in conjunction with 
production schedules, permit indirect labor re- 
quirements to be accurately determined in ad- 
vance so that the workload can be distributed 
more fairly and economically. 


SLEUTHING FOR HEALTH HAZARDS. Safety 
Maintenance & Production (75 Fulton Street, 
New York 38, N. Y.), October, 1953. 50 
cents. Tells how the industrial hygiene opera- 
tions staff at Westinghouse Electric Corpora- 
tion cut time lost through industrial ailments 
to one out of every 100,000 manhours worked 
last year. Seven thousand separate materials 
used in production at Westinghouse are an- 
alyzed for toxic effects; the air is checked for 
harmful dust; and floors are tested for slip- 
periness. 


WORKMEN'S COMPENSATION IN THE UNITED 
STATES: ACCIDENT PREVENTION. By William L. 
Connolly. Monthly Labor Review (Superin- 
tendent of Documents, U. S. Government 
Printing Office, Washington 25, D. C.), Octo- 
ber, 1953. 55 cents. Besides providing finan- 
cial aid to the injured worker, workmen's com- 
ensation has served to reduce accident rates 
y encouraging employers to strengthen their 
safety programs, the author asserts. Statistics 
are cited to show that the costs to industry 
of compensation and of safety programs are 
negligible compared with the savings—direct 
and indirect—which they have achieved. 
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TEN COMMON WEAKNESSES IN SALES SUPERVISION 


Sates supervision has too frequently 
been a neglected area of management, 
with the result that salesmen and, ul- 
timately, sales have suffered. Though few 
companies are guilty of all the following 
errors, Management attention to these 
common weaknesses may result in more 
effective supervision and more productive 
salesmen: 

1. Supervision unrecognized as a func- 
tion. If you ask some sales executives what 
is meant by supervision, they will give 
you a broad definition—e.g., “Supervision 
is routing of salesmen, expense control, 
or corrective action.” They may then add, 
“This type of activity is important in 
some companies, but we can’t supervise 
salesmen because we can’t route them.” 

Still other executives think of super- 
vision as entirely a group relationship to 
be maintained solely through sales meet- 
ings, conventions, bulletins, and contests, 
ignoring the need for a personal, face- 
to-face working relationship with each 
salesman. 

2. No responsibility assumed by top 
management. Too often top management 
doesn’t know what it wants salesmen to 
do; and if top management doesn’t know, 
sales supervisors probably won't. As a 
result, salesmen are frequently required 
to spend hundreds of hours on unproduc- 
tive projects and activities. 


3. Too many salesmen to supervise. In 
the factory, warehouse, or office, it is 
unusual for a superior to supervise more 
than 10 employees. The sales supervisor— 
who does not have his men under one 
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roof, on an assembly line, or controlled 
by routine procedures—is often required 
to supervise more than 15 salesmen. Since 
all other business activities will be un- 
successful if the salesman fails to produce, 
greater attention should be given to the 
number of men a sales executive can 
supervise effectively. 

4. Too many duties. Often, in addition 
to supervising salesmen, the supervisor is 
required to coordinate or actually per- 
form such activities as advertising, ware- 
housing, inventory control, purchasing, 
credit granting, and collections. When 
this is not the case, management regards 
the sales superior as unproductive unless 
he spends at least 90 per cent of his time 
selling accounts. 


5. Staff usurpation of command. Staff 
executives often encourage staff members 
to contact salesmen directly. A salesman 
who operates under these conditions often 
receives conflicting orders. If staff and 
line contributions are not reconciled on 
some level above the salesman, how can 
he reconcile them out on the firing line? 

6. Inadequate evaluation of salesmen’s 
performance. Salesmen have been and still 
are too frequently evaluated solely on the 
basis of personal impressions or sales 
volume. In some progressive companies, 
where the need for more objective eval- 
uations has been recognized, evaluations 
are made on quantitative factors only. 
Qualitative factors, however, may be 
equally important in the long run. 


7. Poor lines of communication. Sales- 
men in opinion surveys report failure on 
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management's part to inform them of the 
“why” behind company policies, pro- 
cedures, and orders. And upward com- 
munication has been given even less at- 
tention than downward communication. 
Some sales managers have gone so far as 
to say: “I don’t pay my men to give me 
ulcers; I am the one to give the ulcers.” 

8. Negative attitude. Many salesmen, 
if asked, “Does your boss know about 
this condition?” would reply, “No, but 
I am afraid to tell him about it” or “I 
have tried to see my boss a number of 
times about this matter but he is always 
too busy.” 


9. Ignoring top performers. Ineffective 
salesmen seem to get all their superiors’ 
attention. However, high-level producers 
often have the greater unused potential. 
Attention given to them would usually 
bring greater return than the same energy 
and money spent on the consistently low 
men on the totem pole. 


10. Desire to find fault. Often sales 
superiors feel that they are doing a good 
job of supervision when they are merely 
“finding fault.” A more positive type of 
motivation, built around a program of 
constructive individual development, 
would produce far greater results. 


—C. L. Lapp. Sales Management, Vol. 71, No. 5, p. 36:2. 


THE MARKETING REVOLUTION: NO END IN SIGHT 


Tue seconp half of the 20th century 
will go into history as the period of the 
marketing revolution—the time when we 
finally learned to market as skillfully and 
efficiently as, years earlier, we had 
learned to manufacture. The marketing 
revolution is much more than a revolu- 
tion in retailing. Self-service, supermar- 
ket selling, and automatic vending are all 
part of this revolution—but they are still 
only small parts of something very much 
bigger. 

The revolution itself is enough to 
baffle the traditional economists—as in- 
deed it has. Where are those who used 
to say that business was headed toward 
a state of monopoly? The products that 
depend most heavily on marketing—ciga- 
rettes, dentifrices, soaps, cereals, and the 
like—were never in a greater flux than 
today, with competitive standings chang- 
ing all the time. Monopoly growth has 
given way to dynamic eruption. 
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For example, a few years ago there 
were three important cigarette brands, 
two or three not-too-serious challengers 
and a whole field of indomitable also-rans. 
Today, the three leaders are all on uneasy 
seats; the big growth is coming farther 
down the brand line; and the smallest 
brands are showing the greatest future 
promise. More or less the same things 
have taken place in other fields, or soon 
will. 

All this points to a healthy, dynamic 
economy—one in which both business 
and the consumer will continue to benefit. 
Certainly, too, advertising and other mar- 
keting devices have sparked the whole 
thing in a more important way than ever 
before. Never, despite all the peculiar 
little opposing manifestations, has business 
relied so much on its marketing processes. 

In the economy itself, the people who 
have predicted a downswing every year 
since the war are still doing so. This 
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time they have a little more on their 
side: the Korean peace, the defense cut- 
backs, the decline in farm income, the 
slowdown of housing starts, the gyrations 
of the stock market, and the uneasiness 
of the capital-goods industries. But for 
every such factor, you can find at least 
one other to offset it: the indicated de- 
cline of personal taxes and the end of 
the excess profits tax; a public still sav- 
ing more money than it has ever before 
saved in peacetime; and a business, indus- 
trial and consumer market that demon- 
strates almost every day a consuming 
capacity and desire to purchase that has 
never been equalled in this country or 
elsewhere. 
The marketing revolution is still the 
—REGINALD CLoucH. Tide, 


biggest factor in our economy; its scope, 
future, and power for good are only now 
beginning to be realized and appreciated 
by business leaders. Self-service, sales by 
vending machines, leisure-time living, the 
do-it-yourself movement, better shopping 
facilities, and the shift to the suburbs— 
all have had enormous impact on our 
social and economic living. But anyone 
who has studied these phenomena even 
casually can barely escape the conclusion 
that we have merely scratched the sur- 
face of their potentials. In such an 
atmosphere, the outlook for marketing in 
1954 is excellent—and so is the growth 
prospect of those companies that take full 
advantage of the new marketing oppor- 
tunities repeatedly appearing before them. 
November 7, 1953, p. 9:1. 


Products Give Their Own Sales Talks 


OiL CANS that speak to motorists, home appliances that deliver their own sales 


pitch, and vending machines that compliment the customer on her choice of mer- 
chandise are just a few of the point-of-purchase gimmicks now in use or on manu- 
facturers’ drawing boards. 

Talking ads are currently giving the manufacturers of point-of-purchase adver- 


tising devices a big sales boost. Demand for these is said to be so strong that 
designers are up to their ears in plans for new uses. 

Midget record players operated by flashlight batteries, and the development of 
miniature speakers in tone-arms, have enabled some merchandisers to experiment 
on a fairly large scale with self-selection of household appliances. Sears, Roebuck 
& Co. for example, is trying out the idea on refrigerators in some of its retail 
stores. The refrigerator bears a placard urging store visitors to “Open this door.” 
When the door is opened, the concealed record gives a concise talk on the out- 
standing features of the appliance. The record-player and its motor are small 
enough to be hidden in a paper milk carton in plain view on the refrigerator 
shelf. 

In the trial stage is an ordinary quart can of a brand name motor oil which 
a gas station attendant places in a customer's hand while his car is being serviced. 
The record inside the can delivers a brief sales message outlining the merits of 
the oil. 

A manufacturer of cigarette vending machines uses a record which thanks the 
customer for his business and tells him something about the cigarette he has pur- 
chased. A manufacturer of rubber heels has equipped some of his salesmen with a 
miniature television set small enough to be carried in a briefcase, which simul- 
taneously shows the product and delivers a sales message. 

—Wisur J. Brons in The Journal of Commerce 11/24/53 
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HOW TO SAVE YOUR SALESMEN’S TIME 


A RECENT SURVEY revealing that the 
average time spent by salesmen in actual 
selling is somewhere between 20 and 30 
per cent points up the importance of 
saving salesmen’s time. If all salesmen 
could be made to realize that they will 
make more money by saving their own 
time—in other words, by acting as their 
own sales managers—there would be no 
problem at all. But most salesmen de- 
finitely require some guidance from their 
supervisors in this respect. Attention to 
the following areas will improve the ef- 
fectiveness of such supervision: 

Training in the field. Many sales execu- 
tives believe that training in the field 
must begin with junior salesmen and con- 
tinue forever, if need be. If the super- 
visor must demonstrate, he should do so 
in such a way that the salesman feels the 
demonstration is being done for his bene- 
fit, not to grab the lion’s share of any 
customer credit. The supervisor should 
check with each salesman as to how he 
wants the supervisor to work—whether 
to call jointly on only certain accounts, 
or whether to call on all accounts that 
the salesman would normally cover in his 
working day. 

Supervisors should check a salesman’s 
account before going out on his territory. 
Often the supervisor is not sufficiently 
acquainted with the past record of his 
customers to be more than a “fifth wheel.” 

If any criticism is made of a salesman’s 
approach to a customer or prospect, it 
should be done later, and a more suc- 
cessful approach should be suggested. 
Salesmen don’t take kindly to criticism 
that is not constructive. Moreover, the 
supervisor should remain in the back- 
ground when joint calls are made; the 
salesman must be the “star” of the show, 
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while the supervisor acts as off-stage 
prompter. 

Demonstrations. Company executives 
believe that a logical demonstration can 
gain and hold a prospect's attention. 
However, sales managers suggest a cer- 
tain amount of discretion in using demon- 
strations. For example, a demonstration 
should not be introduced immediately or 
abruptly. When it can be introduced 
naturally, as “here, let me show you how 
it saves you money,” or “. . . cuts down 
time,” etc., it serves its purpose best. 

The visual presentation. From the com- 
ments of sales managers now using them, 
visual presentations combine the best fea- 
tures of a “planned presentation” and 
the demonstration of bulky equipment. 
Both the salesman and the prospect can 
follow a logical sequence in the sales in- 
terview. The main benefits of the products 
are listed and sometimes symbolized with 
line drawings or cartoons. 

Bulletins. Though there’s mixed feeling 
on the effectiveness of bulletins as a means 
of saving salesmen’s time, many companies 
believe that bulletins accomplish this pur- 
pose by bringing salesmen up to date on 
what is going on in the field and at the 
home office. 

Contests. Many companies believe that 
salesmen must of necessity save time if 
they’re working harder, and that the only 
way to make them work harder is to use 
contests as stimuli. In the words of one 
sales executive: “My most effective ap- 
proach to the subject of conserving time 
in selling has been through the positive 
approach of simple, inexpensive sales con- 
tests—a new contest every quarter with 
base quotas set for each man—the win- 
ner to be the man with the highest dollar 
sales over quota. When the contest has 
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been established, then use ingenuity in to get men to work. Those who have en- 
bulletins, letters, and house organs to joyed the greatest success with commis- 
encourage and help the men to win. More sion plans do not reduce commission per- 
calls and more sales can result.” centages after a certain sales figure is 

Compensation. Many companies that reached; instead, they tack on either a 
have used a complete commission compen- further commission percentage or an ad- 
sation plan believe it is the only way ditional bonus incentive. 


—Marketing, November 14, 1953, p. 2:3. 


How Do Consumers Rate Suburban Shopping Centers? 


WHY DO some consumers prefer downtown shopping while others favor the suburban 
shopping center? Some answers to this question, which should be of interest to 
many marketers, are brought out in a new study by Ohio State University’s Bureau 
of Business Research.* 

The study, which was based on 600 personal interviews in Columbus, Ohio, and 
covered all kinds of retail goods, concedes that suburban shopping centers gained 
from the downtown area between 1940 and 1950. Even so, the downtown section 
still appears to have a definite advantage over the suburban centers. Asked where 
they thought better shopping conditions prevailed, 38.7 per cent of the respondents 
said downtown, 25.9 per cent said suburban centers, 23.7 per cent were undecided, 
and 11.6 per cent said it didn’t matter. Most shoppers believed that downtown prices 
are lower. 

The report shows clearly that people differ greatly in shopping attitudes according 
to income level and other factors. For example, 51 per cent of all respondents felt 
that the larger selection of goods available was the most important advantage of 
the downtown area. However, about 67 per cent of the upper income group 
($7,500 and over) thought it “most important,” as against 40.8 per cent of the 
lower ($2,000-2,999) group. 

—Tide 10/10/53 


* Downtown versus Suburban Shopping. By C. T. Jonassen. Ohio State University Bureau of 
Business Research. $2.00. 


Salesmen Try the Boss’s Job 


WHAT'S IT LIKE to sit at the boss's desk? Armour and Co. (Chicago) decided 
that its salesmen might like an opportunity to find out. The result was “Manager- 
for-a-Month,” a novel sales contest that for popularity and over-all effectiveness 
has rivaled any other in Armour’s 86-year history. 

The plan of Manager-for-a-Month is simple. Local unit salesmen elect their own 
honorary sales manager, who thereupon swaps jobs with the boss and for a month 
has the opportunity to demonstrate his managerial abilities. 

Local sales units rally behind their honorary managers as they compete saleswise 
at the district level. The unit turning in the best sales performance in each district 
sends its honorary manager to district headquarters for a week as honorary district 
manager. The salesman-manager of the unit that does the best sales job nationally 
gets an expenses-paid trip to Chicago headquarters for a week as honorary general 
sales manager. 

Started in 1952, the program has proved so successful that it promises to be an 
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annual event in the Armour sales organization. Some of the factors that have made 
this contest a ‘natural’ are: 


1. Wide Appeal. The idea of the job switch between the salesman and the 
boss not only had appeal within the organization but served as a lively news item 
for local newspapers. Metropolitan dailies used the story as readily as small-town 
weeklies. 

2. Incentive. Recognition of the importance of the salesmen, as individuals and 
as a group, was probably the key factor in the contest. The naming of the honorary 
local, district and national managers dramatized the salesman’s job and gave the 
salesman recognition by the company and community—one of the strongest incen- 
tives the sales manager can offer. 

3. Teamwork. Each of the different sales units set out to show that their hon- 
orary boss could outdo the other honorary bosses. The individual salesman's 
performance contributed to the unit’s showing, and it was on the unit's over-all 
performance that the honorary manager was able to go on to greater honors. 

4. Promotional opportunities. Weekly newsletters and specific product promo- 
tions were tied in to the sales organizations’ working together behind their honorary 
managers. 

—Sales Management 9/1/53 


What’s Happening to Seasonal Trade? 


FOR MANY TRADES and industries the flow of business closely follows the seasons. 
Regional changes in temperature, wet and dry spells, the planting and harvesting 
of crops—these exert a regular and recurring influence on the buying habits of 
business, as well as on the habits of the ultimate consumer. 

Today, however, the number of strictly seasonal trades is diminishing, and much 
traditionally seasonal business may now be spread over the year. 

For consumers, their former dependence on seasons for numerous foodstuffs has 
been forgotten. It requires a long memory in any family to recall a time when 
mass-production canning didn’t provide winter supplies of summer foods far in 
excess of the preserves put up by housewives. For more than 20 years, sales of 
frozen foods have steadily risen. Improvements in refrigeration and storage methods 
have had enormous influence on family diets. 

Consider some of the more recent developments in other fields: 

Faster transportation, including air freight. Even the extension of turnpikes serv- 
ing trucking all over the country has helped change shipping schedules for various 
seasonal items. 

More extensive travel by consumers, and the popularity of winter vacations. 
These have affected not only the apparel trades but other lines, in which sales 
have risen because of better off-season demand on the part of the tourist trade. 

The invention of many new synthetic textile fibers, supplies of which are not 
affected by crop seasons. 

Air conditioning and more efficient home heating, both of which have altered 
habits in eating and in apparel styles. 

In general, the technological improvements that now help offset man's age-old 
dependence on climate are beneficial beyond measure. They have helped 
spread more work over longer periods of the year. They have added to the income 
of workers who once endured hardships because of seasonal hiring practices. They 
have also enabled many companies that formerly were forced to make a major 
part of their profit within one busy period to diversify their products for a year- 
round trade. 

—The Biddle Survey 12/15/53 
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Export Markets In 1954—A Survey 


EXPORT SALES PROSPECTS for 1954 look bright to the majority of a cross section 
of U. S. manufacturers and exporters. Queried by the International Trader, 55 per 
cent of the respondents said they expect a rise in volume this year, 30 per cent 
saw no change from 1953 levels, and only 15 per cent looked for a decline in 


business. 


Eighty-six per cent of the respondents expect increased competition in 1954, 


particularly from Germany and Japan. 


Eighty-ttwo per cent plan greater export 


sales efforts, and 72 per cent are more interested in export markets this year than 


they have ever been before. 


—Printers’ Ink 11/27/53 
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MARKETING RESEARCH. Steel (Penton Build- 
ing, Cleveland 13, Ohio), December 7, 1953. 
50 cents. A detailed account, supplemented 
by graphs and examples, of the scope, methods, 
cost, and results of marketing research—which, 
this article asserts, can eliminate much of the 
guesswork from profit-determining decisions 
by timely analyses of products, sales methods, 
and markets. By using this tool a company 
can learn, for instance, when increased sales 
to fewer customers, though possibly lowering 
total sales volume, can lower selling costs 
enough to increase net profits. 


HOW DEVOE & RAYNOLDS EXPLAIN PROFES- 
SIONAL SALESMANSHIP TO RETAIL SALESPEOPLE. 
Sales Management (386 Fourth Avenue, New 
York 16, N. Y.), October 1, 1953. 50 cents. 
Reproduced here is an _ excellent training 
manual for retail salespeople—one of a series 
of seven which, together, make up the con- 
tent of the dealer sales training correspondence 
course sponsored by a large paint manufac- 
turer. The rules of selling, as set forth here, 
are simple, clear, interestingly expressed, and 
very sensible throughout. 


CONSUMERS: THEY’RE WILLING BUT YOU'LL HAVE 
TO WOO THEM. Business Week (330 West 42 
Street, New York 36, N. Y.), November 21, 
1953. 25 cents. Reporting on a University 
of Michigan survey, this article states that the 
consumer's expectation of a steady price level 
for the next five years is a good omen for 
household appliance and other hard goods 
manufacturers; despite the pessimistic views 
of some groups, there is an over-all feeling 
of confidence. The survey gives no indication 
of any marked future shift from saving to 
spending, however, so that the consumer must 
be coaxed to buy in 1954, the article states. 
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STARTLING CHANGES IN MASS RETAILING FORE- 
SEEN AS “AUTOMATION AGE"' MOVES FOR- 
WARD. By E. B. Weiss. Advertising Age 
(200 East Illinois Street, Chicago 11, IIl.), 
October 26, 1953. 15 cents. The future of 
retailing, as envisioned here, will be character- 
ized by a tremendous development in automatic 
selling devices and other mechanical and elec- 
tronic advances in mass marketing. Predicting 
that supermarkets will be the pace-setters of 
this “revolution,” the author foresees such 
innovations as complex vending machines for 
the convenience of after-hours shoppers and 
stores that revolve around the customer, who 
selects his purchases as they pass him. 


WHY YOU NEED A PROGRAM FOR SELECTING 
AND TRAINING SALES SUPERVISORS AND EX- 
ECUTIVES. By Charles L. Lapp. Printer’s Ink 
(205 East 42 Street, New York 17, N. Y.), 
November 17, 1953. 25 cents. Listing 10 
major shortcomings of salesmen which buyers 
have cited, the author contends that these 
faults often can be traced to supervisors who 
are badly chosen and inadequately trained. 
The requirements of an improved training pro- 
gram for sales supervisors, designed to reduce 
turnover among sales personnel, build reserve 
manpower, and reduce routine control, are 
outlined in this article. 


1S CASH DISCOUNT OPERATION 75 YEARS BE- 
HIND THE TIMES? Credit and Financial Man- 
agement (33 South Clark Street, Chicago 3, 
Ill.), September, 1953. 25 cents. An op- 
ponent describes the cash discount as a mill- 
stone that business should discard without de- 
lay, replacing it with invoice price parity; 
while a proponent states that the discount is 
a necessary reimbursement to the vendor for 
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extending credit and a means of speeding pay- 
ments. Among the 10 arguments given for 
discarding the discount is the fact that this 
cost is added progressively as a product moves 
from the raw material stage to final consump- 
tion—thereby, in this writer's view, having an 
inflationary effect. 


FAIR TRADE: THE WAR'S NOT OVER. Business 
Week (330 West 42 Street, New York 36, 
N. Y.), November 7, 1953. 25 cents. Re- 
viewing the legal questions involved in the 
fair trade issue, this article states that they are 
still unsettled despite the Supreme Court's tacit 
support of a recent decision by a lower court 
upholding the McGuire Act. The difficulty and 
expense to the manufacturer of enforcing these 
prices, some loopholes in the present law, and 
the future strategy of fair traders and their 
opponents are also discussed. 


ARE DEALS WORTHWHILE? By Wayne Mooney. 
Printer’'s Ink (205 East 42 Street, New York 
17, N. Y.), October 30, 1953. 25 cents. Nine 
case histories are presented here to show that 
price deals and premiums may be an illusory 
stimulus to sales, which may drop below the 
pre-deal level after the offer is removed. Deals 
—particularly those offered on groceries—are 
worthwhile only if selling effort and advertis- 
ing are sustained, the article states. 


COLLECTION METHODS ARE CHANGING. By Carl 
Williams. Office Executive (132 West Chelten 
Avenue, Philadelphia 44, Penna.), November, 
1953. 50 cents. In many industries today, 
customer credit policies are being liberalized as 
selling becomes more competitive, with the re- 
sult that credits and collections must be 
watched more carefully. This article describes 
the function of the outside collection agency in 
facilitating the collection of delinquent ac- 
counts and some of the methods the better 
collection agencies are using to work with 
debtors rather than at them and effect pay- 
ment without any loss of good will. 


25 TRAITS OF SUCCESSFUL SALESMEN. By Dr. 
Ben Franklin Bills. Sales Management (386 
Fourth Avenue, New York 16, N. Y.), Octo- 
ber- 15, 1953. 50 cents. These pointers on 
the psychology of selling stress the alternative 
courses of action a salesman can take when 
confronted by various types of negative argu- 
ments, and suggest that salesmen should buy 
for instead of selling to their prospects, explain 
how instead of arguing why a product will be 
useful, and establish that a prospect’s “no” is 
in fact a “yes” to less desirable alternatives. 
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PROGRESS IN MARKETING RESEARCH. Cost and 
Profit Outlook (Alderson & Session, 1401 
Walnut Street, Philadelphia 2, Penna.), No- 
vember, 1953. Gratis. According to this ar- 
ticle, advances must be sought for marketing 
research in four principal areas: professional 
development of the market analyst on the 
job; greater management skill in applying the 
techniques (stating what the problem is, agree- 
ing on criteria, etc.); higher standards of re- 
search practice; and education for marketing 
research. Education in this field must be di- 
rected at problem-solving, thus encompassing 
many disciplines and both practical and theo- 
retical knowledge. 


BLACK & DECKER PIONEERS A JOB CONCEPT— 
MARKETING MANAGER. Industrial Marketing 
(200 East Illinois Street, Chicago 11, IIl.), 
December, 1953. 25 cents. Describes the func- 
tions and responsibilities of the position re- 
cently created by an electrical tool company to 
integrate its production, sales, and advertising 
activities and insure the highest possible volume 
of sales. Watching economic conditions and 


gauging market trends that favor new product 
developments, the marketing manager will be 
able to predict consumer needs far enough in 
advance to coordinate production with 
demand, the company expects. 


uture 


HOW INDUSTRIAL PUBLICITY SOLVED 3 SPECIFIC 
PROBLEMS. By Henry F. Eaton. Advertising 
Agency and Advertising & Selling (48 West 
38 Street, New York 18, N. Y.), December 7, 
1953. 50 cents. The three case studies pre- 
sented here involve publicity campaigns aimed 
at increasing company prestige, building sales, 
and improving a firm’s standing with its em- 
ployees. To build sales, for example, an in- 
dustrial truck company concentrated its pub- 
licity effort on placing case studies in trade 
publications; these were later reprinted and 
distributed to customers. 


WHAT'S THE SCORE? ADMIRAL'S CHART ROOM 
KEEPS THE BRASS UP TO DATE. Sales Manage- 
ment (386 Fourth Avenue, New York 16, 
N. Y.), October 15, 1953. 50 cents. How 
systematic summaries of weekly field reports 
on sales performance—placed on wall charts 
and maps for quick reference—help the pur- 
chasing, production, financial, credit, advertis- 
ing, traffic, and sales executives at a television- 
appliance manufacturer's office. The sales 
charts have been so useful to production execu- 
tives, the article states, that the company may 
install similar charts on production of various 
models, parts stock data, Enished inventory, etc. 
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GAUGING YOUR COMPANY’S COMPETITIVE STRENGTH 


Just were does your business stand to- 
day, as compared with your competitors 
and your industry in general? 

Most executives have some general idea 
of the answers, yet often their estimates 
are far less accurate than they suppose. 
There is danger here, for today the prof- 
itability of a company—and indeed its 
survival—may literally depend on wheth- 
er the top executive has an undistorted 
picture of his total operation. 

The most important tool to add—or 
expand—in your company’s internal re- 
porting is the use of financial and operat- 
ing ratios. These should be reassembled 
to show where costs have risen danger- 
ously, whether and where the company 
is particularly vulnerable, and most im- 
portant, whether the trend of costs, mar- 
gins, and profits is favorable or unfavor- 
able. Fortunately, this information can 
be assembled at relatively low cost. 

Several relatively simple measures will 
insure that management receives proper 
warning whenever a particular cost item 
begins to get out of hand—thus avoiding 
the possible need for frantic cost-cutting 
later on. 


1. Provide management with a more 
detailed breakdown of expenses than the 
normal profit-and-loss statement contains. 
Your choice of items to report in detail 
will depend on the size of the expense, 
the frequency with which it changes, and 
the extent to which it can be controlled. 

2. Report each cost item together with 
the activity to which it relates in order 
to permit comparison and evaluation. To 
take an obvious example, a report that 


120 


shipping costs have doubled won't mean 
much unless you also know that your 
volume of shipments has doubled, tripled, 
or remained the same during the period. 

3. Wherever possible, sebarate the 
fixed and the relatively flexible parts of 
an expense. This will serve to emphasize 
the area in which cost reduction can be 
undertaken. 


4. Don't overlook selling costs. Un- 
less your company is exceptional, sales 
costs represent the one big area of un- 
explored cost-cutting opportunities. Even 
if you have never tackled sales cost anal- 
ysis, the work can usually be done within 
your own organization and without in- 
curring any heavy additional expense. 
Your analysis should eventually break 
down sales costs and receipts (or gross 
margins) by products or product lines, 
type of sales outlet, size of customer ac- 
counts, size of individual orders, and in- 
dividual salesmen or territories. 

Financial and operating ratios, properly 
used, can be much more enlightening than 
any of the bold dollar figures appearing 
in the usual balance sheet or profit-and- 
loss statement. The nature of your op- 
eration will determine which ratios are 
most significant in your case. However, 
certain factors are almost universally val- 
id and should be presented to top man- 
agement as often as new basic figures be- 
come available. These are: 

Profit on Sales. There is no simple 
way to distinguish between increased pro- 
fits stemming from greater efficiency and 
higher earnings resulting from improved 
market conditions. However, profit on 
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sales is almost always a better standard 
of true profitability than profit against 
net worth. You should use both to get 
a real insight into your situation. If earn- 
ings per dollar of net worth are rising 
steeply, but profit on sales is increasing 
only moderately, you have a warning 
thit an apparently good margin is ex- 
tremely vulnerable to a drop in dollar 
volume, or units sold, or both. On the 
other hand, if the earnings ratio measured 
against both current sales and net worth 
shows gradual improvement, you are prob- 
ably making sound progress. 

Inventory turnover. Current inventory 
turnover may seem more than comfortably 
high; but appearances here may be de- 
ceptive. 

Manufacturers should pay particular 
attention to the ratio between raw ma- 
terials, goods in process, and finished 
goods. Excessive accumulation of goods 
in process may be dangerous, since these 
are particularly vulnerable to price dips. 

Ratio of payroll to total cost of goods 
sold. This ratio deserves special attention, 
because labor costs aren't likely to drop 
much even if other expenses fall. Ex- 
pressed in terms of the amount of wage 
dollars expended for every dollar's worth 
of goods produced or sold, it will give 
management a measure of wage costs in- 
volved in your operation; shown in terms 
of the number of working hours required 
to turn out or move $1 of merchandise, 
it will serve as a measure of relative 
efficiency. 


Equipment charges. If equipment 
charges play an appreciable part in your 
total cost picture, you may want to add 
maintenance costs and figures on down- 
time to reports on current and projected 
depreciation charges. Any steady increase 
in these expenses will give management 
a clear warning that it may have to pre- 
pare to finance replacement and live with 
higher depreciation charges. 

Sales promotion and advertising’s share 
of total cost. Trace the percentage of 
selling and advertising costs in relation to 
sales for the past several years, and re- 
view what happened to this ratio in sim- 
ilar periods of high sales. If your ratio 
today is higher than it has been in past 
periods of prosperity, you may be in for 
trouble in any period of declining sales. 

Test your financial liealth. The top 
management of your company will almost 
certainly know, or be able to estimate 
fairly closely, certain key figures—such 
as the size of your inventories, the amount 
of your outstanding debt (broken down 
into short-term and long-term), the 
amount of your liquid reserves, the bal- 
ance of accounts receivable, etc. How- 
ever, you can increase management's in- 
sight by indicating changes in key finan- 
cial ratios such as current assets to cur- 
rent debt, current debt to tangible net 
worth, inventory as a per cent of net 
working capital, the average collection 
period, and other ratios which may be 
significant for your type of operation. 


—Preparing for Business Change (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.), p. 6:7. 





GOING, GOING: Figures developed by the U. S. Department of Commerce indicate 
that a collection claim 60 days delinquent is already only 90 per cent collectible. 
At six months, the uncollected dollar is worth but 67 cents, and at the end of a 


year it has shrunk to 45 cents. 
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BETTER SHAREHOLDER RELATIONS: 
A SURVEY OF CORPORATE POLICIES 


OF att THE progress in shareholder rela- 
tions that has been made by American 
business in recent years, the greatest im- 
provement has undoubtedly been scored 
in annual reports. But the annual report 
1s now considered only one part of a well- 
rounded shareholder-relations program, 
designed to maintain the confidence of 
present stockholders and encourage other 
investors to become shareholders. 


During the past several years there 
has been a continual expansion in the 
use of a variety of mailings to build or 
maintain the interest of existing share- 
holders in the affairs and progress of a 
company. Three-quarters of the 1,000 
corporations participating in a year-end 
survey conducted by Financial World 
magazine are reporting earnings more 
than once a year (compared with 46 per 
cent in 1946), and more than half now 
send out quarterly reports (as against 
36 per cent seven years ago). 


More important, perhaps, than the in- 
creased number of managements issuing 
interim reports is the improvement in the 
appearance, content, and readability of 
these pamphlets. While many contain 
comparative statistics, per share earnings, 
and a message from the president, others 
have included news about management 
changes, plant expansion, and new prod- 
ucts, plus illustrations. There is increas- 
ing use of the newsletter format in quar- 
terly reports, with ample use of photo- 
graphs, charts and maps to illustrate the 
topics discussed. 


The dividend insert or “stuffer” has 
come to the fore as a means of distribut- 
ing the interim-earnings report. Last year 
24 per cent of the survey respondents 
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sent out their quarterly or mid-year re- 
ports with the dividend check. How- 
ever, some managements—because of the 
time element—cannot mail reports with 
dividends, while others prefer a separate 
mailing in order to provide an additional 
contact with shareholders. On the other 
hand, around one-fourth include inserts 
with dividend checks “occasionally” or 
when they have some special news or a 
message from the president. 

Progress has been slow in building 
attendance at shareholders’ annual meet- 
ings, although an increasing number of 
companies have been providing induce- 
ments. The survey shows that last year 
16 per cent of the 1,000 managements 
surveyed sent out special invitations (in 
addition to those appearing in proxy 
statements), against 14 per cent a year 
earlier. The number of companies serv- 
ing meals to their stockholders at annual 
meetings is growing—8 per cent, com- 
pared with 6 per cent a year ago. 

Only 39 corporations plan programs 
for the shareholder meetings by provid- 
ing a movie or slide-film, exhibits of prod- 
ucts, or some entertainment. Nine com- 
panies indicated that all or part of the 
transportation to and from the meetings 
was provided. 

Only 11 of the 1,000 companies held 
regional meetings in cities other than the 
one required. Many managements real- 
ize that only a small percentage of stock- 
holders can attend a meeting, and thus 
it is considered more economical to 
acknowledge proxies or mail out a tran- 
script or printed summary of the meeting 
to all shareholders. 


There has been a gradual increase in 
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the number of corporations sending fold- 
ers or booklets, generally classified as 
“post-meeting reports.” Many of these 
are edited for quick reading, contain an 
adequate representation of questions and 
answers, and provide photographs of the 
meeting in session, plus appropriate 
charts. 

Miscellaneous mailings to shareholders 
have shown a moderate gain in the past 
year, but continue small in proportion 
to the total. Only 10 per cent of the 
companies send their publications regu- 
larly to all stockholders. The most pop- 
ular mailings, next to company period- 
icals, are reprints of executives’ speeches 
(6 per cent). Other material sent to 
shareholders includes: road maps, recipe 
booklets, advertisements, calendars, anni- 
versary brochures, Christmas cards, and 
samples of products. 

The practice of sending “welcome let- 
ters” to new stockholders when they 
register their shares has shown a steady 
increase in recent years (44 per cent of 
managements now do this) but during the 
same period the use of “letters of regret” 


to stockholders selling their shares has 
declined to 5 per cent of the respondents. 

Most letters of welcome are accom- 
panied by copies of the latest annual re- 
port or interim earnings report. The new 
stock fact-books, similar in some respects 
to the introduction booklets distributed 
to new employees, provide all the back- 
ground information the new shareholder 
requires. Security analysts and invest- 
ment advisers are better served with sta- 
tistical year-books, which provide com- 
plete breakdowns of income account and 
balance-sheet figures, plus appropriate 
percentages and ratios. 

The technique of “annual report adver- 
tising” has become a most effective form 
of institutional promotion, because it both 
builds prestige for the management and 
attracts new investor interest in the com- 
pany’s securities. Twenty-four per cent 
of the respondents in this survey reported 
the use of annual report advertisements 
in either metropolitan daily newspapers, 
financial publications or their plant com- 
munity press. This compares with 23 
per cent a year ago, and less than 7 per 
cent in 1946. 


—WESTON SMITH. Financial World, January 27, 1954, p. 25:7. 


Wall Street Success Story 


A RECENT stock market study by the University of Michigan has showed that 
$1,000 invested in 92 common stocks on January 15 of each year from 1937 
through 1950, or a total of $1,288,000, plus reinvestment of dividends, would 
have produced a January 15, 1950, portfolio of $3,028,855. The return was the 
equivalent of 12.2 per cent compound interest! 

What lends authority to the study is the fact that Professors Wilford J. Eiteman 
and Frank P. Smith made an impartial selection of stocks, taking into account 
every issue—good, bad, and indifferent—that had traded over 1,000,000 shares 
in 1936. Also, the Dow-Jones industrial average on January 15, 1950, was just 
about the same as it had been on January 15, 1937. The period studied was long 
enough to be valid, and the 92 stocks represented 27 different industries. 

The educators also selected the best-performing stock in each industry—27 in 
all—and “invested” $1,000 a year in each. By January 15, 1950, the $378,000 so 
invested would, with reinvestment of dividends, have increased to $1,073,841. The 
27 worst stocks in each industry on a similar basis would have increased to $693,424. 


—Commerce 12/53 
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LEASING: A COMPETITIVE VITAMIN? 


le your company is looking for new 
methods to improve its competitive posi- 
tion, one angle to explore is equipment 
leasing. Leasing can pay off whether 
you're a builder or user of equipment. 
One metalworking firm, for example, 
saved $50,760 in a year by changing from 
45 salesman-owned cars to leased cars. 

For the equipment user, leasing post- 
pones large capital outlay while permit- 
ting the use of modern equipment at low 
initial cost. Equipment can be tested 
under leasing plants, by-passing the risk 
of buying the wrong machine. Leasing 
also minimizes problems of maintenance 
—and its cost can be deducted as a busi- 
ness expense. 


For the equipment maker, too, leasing 
has its advantages. Rentals come in regu- 
larly, leveling off the income cycle and 
in some cases actually bringing greater 
total income than outright sale. More- 
over, leasing can help expand the sale of 
supplies used with the leased items, and 
markets can be expanded by leasing 
equipment to companies which cannot af- 
ford to buy it. 

Despite all this, industrialists who have 
studied the leasing proposition advise: 
Don’t jump into the act too quickly. 

Leasing’s biggest headache has been 
the tax issue, which revolves around the 
question of whether the transaction is a 
bona fide lease or a conditional sale. Most 
leasing programs carry an “option to 
purchase” arrangement—and there's 
where the trouble arises. The U. S. 
Treasury has stated: “If there is any con- 
siderable disparity in the remaining 
amount to be paid for equipment and the 
fair market value at the time the option 
to purchase is exercised, Treasury depart- 
ment policy would be to consider the 
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transaction a sale.” Unfortunately, there's 
much room for haggling within those 
boundaries. 


Another major difficulty with leasing 
arises as a result of one of its major ad- 
vantages—that rental costs may be de- 
ducted from profits as a business expense. 
Leasing costs are usually much higher 
than the depreciation that may be charged 
against profits when a machine is pur- 
chased outright. Consequently, leasing 
has been attractive to industry in this 
era of high taxes. But what will happen 
if taxes go down? Will the use of leas- 
ing shrivel up like a spent balloon? Some 
companies think it would do just that— 
but others believe that taxes will never 
go down far enough to eliminate all of 
leasing’s tax exempt attraction. 


Leasing isn’t new; several companies 
have been leasing equipment for years. 
But it is the exception, not the rule, 
among both equipment makers and users. 
A Steel survey of 2,000 machine tool 
users shows that only 14 per cent of 
these companies lease any equipment; 
among small companies the percentage 
is even lower. 


Besides the equipment manufacturers 
who rent out their products to users, 
several financing firms have had long and 
wide experience purchasing equipment 
from manufacturers and then leasing it. 
Leasing arrangements vary, but one typi- 
cal plan—that of Rentco Inc., a Phila- 
delphia financing company—provides a 
maximum period of nine and a half years 
and a minimum commitment of five years, 
after which a lessee may cancel his con- 
tract under certain options. The leasing 
rates, based upon the original cost of the 
equipment, are as follows: 39 per cent 
for the first year, 30 per cent for the 
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second year, 21 per cent the third, 16 per short of capital to equip themselves with 
cent the fourth, and 12 per cent the modern tools of production at low initial 
fifth. After that, the rates go down a_ outlay. In leaner times, business men 
sliding scale to slightly more than 4 per agree, that factor may give a big boost 
cent. to leasing—to the benefit of equipment 

Despite its disadvantages, leasing still builders, users and the nation’s economy 
offers a way for small or other companies generally. 

—Steel. October 19, 1953, p. 45:2. 


Trends in Pension Fund Investment 


INSURANCE POLICIES and bonds are the favorite investments by far for pension 
funds, according to a survey by Commerce Clearing House. 

The study covered 60 pension trusts with assets exceeding $250 million. Com- 
panies investing almost all their retirement funds in insurance comprised 35 per 
cent of the total; the remainder reported their investments as follows (with frac- 
tional allowances either way): government bonds, 33 per cent; corporation bonds, 
31 per cent; common stocks, 15 per cent; preferred stocks, 8 per cent; mortgages, 
7 per cent; mutual fund shares, 1 per cent; and miscellaneous, 5 per cent. 


Among equity investments, utilities were favored by pension plan trustees. Of 
the total invested in the stock markets, 20 per cent of all common and 27 per 
cent of all preferred were in utility stocks. 


Among common stocks, the pension trustees invested heavily in banks and the 
petroleum industry (11 per cent each) and in chemicals (9 per cent). The 
remainder of the common stock investment was diversified over many fields. In 
buying preferreds, the trustees chose to put 9 per cent in electrical equipment 
companies, 8 per cent in steel companies, 7 per cent in the chemical industry 
and 5 per cent in automobile manufacturing. 

As might be expected with such a conservative investment pattern, says Com- 
merce Clearing House, the average yield of 3.41 per cent reported by the trusts 
was fairly constant. The great bulk of individual cases fell between 2.5 per cent 
and 4.5 per cent. The lowest yield reported, 2.28 per cent, was from a trust 
wholly invested in government bonds; the highest, 7 per cent, from the fund with 
the largest percentage invested in common stocks. 

—The Controller 11/53 





PRODUCTIVE EQUIPMENT is currently “a good buy” in terms of price comparison 
of equipment with wage rates and plant building costs, according to the Machinery 
and Allied Products Institute. Because of steadily increased productivity in the 
industries producing machinery and equipment, prices have moved down steadily 
relative to wage rates during the last century. Charting this downward movement 
since 1900, the Institute reports: “Not only has there been a reduction in the 
equipment price-wage rate relationship since 1940, but the current ratio between 
the two is somewhat lower than a projection of the long-term trend would indicate.” 

According to the Institute’s study, the decline of equipment prices relative to 
labor and plant is significant both as an explanation of the postwar trend toward 
increased mechanization and as an indication that this trend will continue in the 
future. 
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THE CONSTRUCTION AND USES OF BREAK-EVEN 
ANALYSIS. By Glenn A. Welsch. The Con- 
troller (1 East 42 Street, New York 17, 
N. Y.), October, 1953. 50 cents. Stressing the 
importance of break-even analysis as a sup- 
plementary tool for giving management clearer 
understanding of the firm’s economic charac- 
teristics and hence making possible increased 
efficiency in planning and control, this article 
outlines some current methods, assumptions, 
and applications. The dependability of the 
technique rests upon the accuracy with which 
the variability of costs is determined, the arti- 
cle states, so that the analysis must be based 
on careful study of expected fixed costs, ex- 
pected variable costs, expected selling prices, 
and the expected price level. 


MAKING THE INCOME TAX WORK BETTER. By 
Richard A. Girard. Challenge Magazine (32 
Broadway, New York 4, N. Y.), January, 
1954. 20 cents. To eliminate inequities and 
loopholes in the present system of income tax 
levies, Congress must keep in mind four some- 
times conflicting responsibilities of income tax- 
ation: to collect revenue, to raise money in 
the fairest way, to enable the economy to ex- 
pand, and to stabilize the economy. A lower 
tax rate might reduce taxpayers’ resentment 
and actually increase collections, the article 
suggests. 


REALISTIC DEPRECIATION POLICY—A SUMMARY. 
Machinery and Allied Products Institute, 120 
South LaSalle Street, Chicago 3, Ill., Decem- 
ber, 1953. $1.00. This summary of a forth- 
coming book recommends changes in the pre- 
sent system of tax depreciation to 1) au- 
thorize taxpayers to elect a double-rate de- 
clining-balance write-off, with either group or 
item accounting, as an alternative to their 
present system; and 2) permit them to blow 
up original-cost book values to their equiva- 
lent in current dollars. This new policy, the 
article states, would overcome the lags in 
existing write-offs and accounting procedures 
and the deficiency of the original-cost depre- 
ciation method itself resulting from inflation. 


INVESTMENT IN PRODUCTION 
1929-52. By Robert C. Wasson. Survey of 
Current Business (Superintendent of Docu- 
ments, United States Government Printing 
Office, Washington 25, D. C.), November, 
1953. 30 cents. The large expansion in 
private purchases of producers’ equipment be- 
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- agement, this article states. 


tween 1929 and 1952 has been characterized 
by substantially higher prices and quantities 
of purchases, according to this article, with 
the product groups having the least price rise 
showing the greatest volume gains. Also in 
evidence have been 1) relatively high pur- 
chases compared with capital formation in the 
form of non-residential construction—the 
other major component of fixed capital; and 
2) greater cyclical variations in the volume of 
purchases but smaller variations in price than 
were exhibited by consumer goods and 
services. 


COSTING YOUR COMPETITOR'S PRODUCTS. By 
Hermann C. Miller. Cost and Management 
(66 King Street East, Hamilton, Ont.), No- 
vember, 1953. 50 cents. A thorough knowl- 
edge of its competitors—who and where they 
are, the extent to which they compete, 
and the areas in which they compete—is one 
of the first requirements of an intelligent man- 
It outlines a re- 
search procedure for the cost accountant to 
determine the costs of a competing product's 
materials, labor, transportation, packaging, 
etc. 


INFLUENCE OF CONSUMER DEBT ON THE BUSI- 
NESS CYCLE. By M. Dutton Morehouse. The 
Analysts Journal (20 Broad Street, New York 
5, N. Y.), Vol. 9, No. 4. $1.25. Assessing the 
factors which might prevent or accelerate a 
dip in economic activity—particularly the rela- 
tionship between consumer debt and future 
purchasing power—this article finds no imme- 
diate cause for alarm. It cautiously suggests, 
however, that for a large segment of the 
population, particularly the 25- to 34-year-old 
age group, the necessity of maintaining pay- 
ments on installment purchases, insurance, and 
mortgages may, under certain conditions, re- 
duce the amounts expendable for non-durable 
goods and services, thereby stimulating a 
downward economic trend. 


ANALYZING COSTS FOR MANAGEMENT DECI- 
SION. By B. F. Beswick. Cost and Manage- 
ment (66 King Street East, Hamilton, Ontario, 
Canada), Vol. XXVII, No. 6. 50 cents. Dis- 
cusses the form, content, and language of 
effective cost reports for top management and 
factory supervision. The author suggests, for 
example, that a labor report for supervisors 
should be weekly or fortnightly and should 
show standard cost, contrasted with the actual 
payroll cost, in relation to production. 
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IS YOUR LIABILITY COVERAGE ADEQUATE? 


A CERTAIN CHEMICAL COMPANY, which 
had operated from 1901 until 1945 with- 
out ever sustaining or having brought 
against it a products liability claim, made 
settlements or lost verdicts totaling nearly 
$2 million in the two years starting with 
1945. More significant than the amount 
of these claims is the fact that they signal 
a change in attitude among this company’s 
customers and public, due at least in part 
to the inflation that accompanied and fol- 
lowed World War II. This company’s 
experience is by no means uncommon; 
major losses have become all too frequent 
in the fields of products liability, con- 
tractual liability, and general property 
damage. 

There is no line in the field of in- 
surance in which the insuring clause of 
a primary insurance policy is more dif- 
ficult to interpret after the loss has oc- 
curred than in the field of products lia- 
bility. As a result of post-war technolog- 
ical developments, many products have 
been put on the market without proper 
research or testing by the manufacturer. 
It is inevitable that some of those products 
should create losses. Large claims can 
arise from such situations, and they must 
be either covered by insurance or reserved 
out of operating costs by the corporation 
for its own protection. 

Contractual liability has long been a 
severe problem. MHold-harmless clauses 
have unfortunately become so attractive 
that nowadays there are few corporations 
who do not assume as much liability as 
they pass off. What is even more serious, 
in many instances no responsible person 
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in the organization is completely aware 
of just what liability is being assumed. 
As a consequence, it is not unusual for 
an individual corporation to be held le- 
gally responsible for an accident in which 
it had absolutely no negligence. 

Watching companies toss liability back 
and forth, an insurance underwriter can- 
not escape the conclusion that everyone 
would be better off if nobody ever in- 
voked the hold-harmless clause and if 
all corporations, as a matter of policy, 
retained responsibility for their own neg- 
ligent acts and expected all of the com- 
panies with whom they did business to 
do the same. 

As things stand today, however, the 
insurance buyer can do only two things: 
First, he can set up a definite program 
with the concurrence of top management. 
This program should forbid the assump- 
tion of the sole negligence of the indem- 
nitee, and should require a _ review 
of every contractual agreement— whether 
it appears on a sales order, in a contract, 
or in a letter—by the firm’s legal counsel 
before it is signed. Second, after that 
has been done, the insurance buyer should 
provide the most adequate insurance pro- 
tection available—and hope for the best. 

It is scarcely necessary to make much 
comment on the hazards of general prop- 
erty damage. The proximity of many 
large manufacturing concerns to each 
other and the operations of companies in 
congested areas make the picture obvious. 

After the buyer has appraised the ex- 
posure to the best of his ability and has 
arrived at a figure which seems to him 
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reasonable to carry as a limit, the prob- 
lem then arises as to how this protection 
can be obtained. Some of the exposure— 
even though it might be at a theoretical 
level—will, no doubt, be assumed by the 
corporation itself. Then the corporation 
must make the decision as to whether or 
not it desires to become a self-insurer for 
a portion of the initial cost and obtain 
excess cover for the rest, or whether cov- 
erage from the ground up to the desired 
limit should be purchased from a primary 
writer of insurance. 

The market for primary insurance in 
the United States is very much broader 
and the price of cover is much better es- 
tablished than is true in the excess field. 
A large element of judgment must neces- 
sarily go into the establishment of an ex- 
cess rate. Moreover, in setting a rate, 
the underwriter is bound to be influenced 
by memories of Texas City and similar 
if less severe catastrophes, and may not 
be greatly swayed by the record of the 
individual risk he is considering. 

If a corporation desires to pay a price 
more nearly related to its own loss and 
the cost of administration of its own in- 


dividual risk, there is probably no better 
way of arriving at that price than through 
the purchase of primary insurance. Many 
corporations feel that they can self-insure 
more profitably than they can deal with 
a primary company; on the basis of a 
strict analysis of the costs of operating a 
self-insurance program, however, it is 
doubtful whether that argument can out- 
weigh intangible values of having appli- 
cable to the administration of claims the 
knowledge gained by the insurance com- 
pany in the handling of many other cor- 
porations. 

If the corporation makes a decision to 
self-insure and buy excess cover, the ques- 
tion will immediately arise as to what 
limit of liability is available in the market. 
Unfortunately, no answer to that question 
can readily be given. Whether a partic- 
ular corporation would be able to reach 
its practical ceiling in the market could not 
be determined before an offer was made. 
Even if primary insurance is purchased, 
this problem of high excesses above a 
primary program still becomes serious to 
the large buyer, since there are few pri- 
mary companies that will write extremely 
high limits. 


—Rosert §S. Brappock. Best's Fire and Casualty News, December, 1953, p. 25:4. 


Group Annuity Plans Are Multiplying 


WELL OVER 4 million annuities are in force today with U. S. life insurance com- 
panies, providing for future income of more than $1.5 billion a year. 

One of the important factors in the growth of annuities has been the increased 
interest in group annuities among employer-employee groups. The group units 
have increased twelvefold since 1935. They now account for more than half of 
both the number of annuities in force and of the amount of income provided. The 
group annuity income reported for the end of 1952 was almost entirely income 
already paid for in full. 

Only about one-fifth of all the annuities outstanding are now making payments 
of income. Three-fifths are contracts that have been fully paid for, but on which 
the income will not start until some future date; these include most of the group 
annuities. The remaining fifth are also to begin income payments at some future 


date, but have premium payments still continuing. 
—Life Insurance Fact Book, 1953 
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TRENDS IN WORKMEN’S COMPENSATION INSURANCE: 


THE PROBLEM OF COST 


Generatty sPEAKING, the workmen's 
compensation system has done the job 
it was designed to do and benefited the 
people it was designed to benefit. Nor 
is there much doubt that it has worked 
to reduce accidents. Between 1917 and 
1951, the industrial fatality rate fell by 
69 per cent in Massachusetts, 50 per cent 
in New York, 60 per cent in Illinois, and 
78 per cent in Pennsylvania. 


On the whole, too, the cost of com- 
pensation insurance has been reasonable. 
While benefit levels have risen, compen- 
sation insurance rates have fallen. Be- 
tween 1941 and 1951, insurance rate 
levels—country-wide—fell by an average 
of 19.1 per cent. Had it not been for 
concurrent benefit increase, this drop in 
rates would have been 35.8 per cent. 

Nevertheless, all of us directly con- 
cerned with workmen’s compensation in- 
surance know that it has been getting 
much harder to live with of late. 

Four conditions are largely responsible 
for the high compensation claim costs 
currently being experienced. 

The first of these is litigation. The 
growth of the system of making schedule 
awards for loss of body parts and dis- 
figurement, either in lieu of or in addi- 
tion to disability payments, has caused ap- 
peal to the regular courts to become a 
normal feature of compensation work. In 
some states, appeals are imposing an un- 
reasonable burden on the compensation 
system. In Texas, for instance, the hear- 
ing before the Industrial Accident Board 
is tending to become merely a prologue to 
the serious presentation of the claim and 
the defense. 


The second condition causing high 
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claim costs is administrative liberality. The 
progressive relaxation of requirements on 
the part of administrative authorities has 
tended to replace the original idea of 
workmen’s compensation with another 
idea, which might be called “social” com- 
pensation. There have been various 
manifestations of this trend: (1) enlarg- 
ing the scope of “injuries arising out of 
employment”; (2) awarding compensa- 
tion for injuries that were formerly not 
compensable—such as “traumatic neu- 
rosis” brought on by allegedly working 
too hard; (3) losing sight of the necessity 
of establishing a medical connection be- 
tween an industrial injury and subse- 
quent illness; and (4) failing to scrutinize 
claims for easily faked conditions. 


The third condition responsible for high 
compensation claim costs is tied in with 
the national economy. As wages have in- 
creased, compensation payments have also 
increased, subject to statutory limits. An- 
other item which has contributed sub- 
stantially to increased claim costs is high 
medical costs. For example, since 1943, 
hospital charges have increased by about 
115 per cent across the nation. 

The fourth factor responsible for high 
claim costs is the scarcity of young male 
labor and the consequent hiring of more 
older people and of women. Older peo- 
ple have many values, to be sure, but 
they produce some very expensive cases, 
many of which are largely the result of 
age. Moreover, lost time per temporary 
disability for women workers runs about 
10 per cent higher than for men. 


What can be done about the problem 
of high claim costs? While the tighten- 


ing of our present legal and administra- 
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tive machinery will accomplish some de- 
sirable results, we must recognize that 
high wages and high prices will continue, 
and accordingly that compensation claim 
costs will continue to rise. The social 
gains of labor are with us to stay, and 
our responsibility is to learn how to live 
with them at reasonable cost. 


As to the effect on claim costs of the 
aging worker and the increasing employ- 
ment of women, the answer surely lies 
in the use of preventive medicine, proper 
job placement, periodic medical examina- 
tions tied to change of work where neces- 
sary, and improved medical services for 
injured employees. 

More than this, employers will have 
to develop more effective methods for 
preventing accidents. The rewards from 
such work will become increasingly im- 
portant as the years go by. 

To reduce accidents, loss-prevention 
work must be effectively and continuously 
carried on. Such work, to be effective, 


must be supported by genuine interest 
and activity on the part of top manage- 
ment—a requirement which cannot al- 


ways be easily met. Physical conditions 
around the plant or store must be “engi- 
neered” and machinery safeguarded. 
Equally important, safe methods and safe 
work habits training must be made a part 
of your regular training program. 

A preventive medical program is now 
just as necessary today as machine-guard- 
ing was 25 years ago. It will become in- 
creasingly important as the average age of 
your employees continue to rise, as it has 


been doing and will continue to do—and 
this applies to both men and women. 

An effective medical service to take 
care of the everyday treatment of injuries 
will also produce worth-while benefits. 
Prompt on-the-job medical treatment of 
the injured employee may prevent a case 
from becoming a lost-time claim. 

An industrial hygiene service will help 
you solve the problems of dust, fumes, 
noise, dangerous substances, dermatitis, 
and nuisances which affect the efficiency 
of employees. The increasing use of new 
chemicals by industry, occupational dis- 
eases, and the “permanent partial” bene- 
fit developments make this of increasing 
importance. 

Despite effective loss prevention work, 
accidents will occur—and some of these 
will produce compensable cases. If you 
can develop better medical and compen- 
sation control of such cases, you will 
reduce their cost. 

It is wise, for example, to have a con- 
sulting medical specialist review, at the 
earliest possible stage, the injured em- 
ployee’s condition and how effectively 
it is being treated by the attending phy- 
sician. 

To help insure good case control, the 
medical history of your employees, as 
developed by your preventive medical 
service is essential. You can assist your 
insurance carrier by making sure such 
information is readily available. Prompt 
and complete accident reporting is 
necessary. 


also 


—ANTHONY F. No.i. The Weekly Underwriter, December 26, 1953, p. 1558:5. 





AS AN AFTERMATH of General Motors’ $70-million Livonia fire, insurance com- 
panies are rewriting their recommendations for industrial plants. They will de- 
mand greater use of sprinklers, curtain boards, and other fire-retarding devices. 


—Time 9/28/53 
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Medical Costs and Health Insurance Today—A Survey 


FIFTY-EIGHT PER CENT of our population—87!4 million people—are protected 
by some type of health insurance, according to the results of a survey of medical 
costs and voluntary health insurance just published by the Health Information 
Foundation. 


The conclusions of the survey, gathered in a house-to-house canvass of 2,809 
families representing a validated sample of the national population, also show that 
57 per cent of the U. S. population are covered by some type of hospital insur- 
ance, while 48 per cent have some surgical or medical insurance. 


- Consumer expenditures for personal health services from July, 1952 through June, 
1953 were $10.2 billion, the Foundation estimates. This includes $2 billion for 
hospitals, $3.8 billion for medicine and $1.3 billion for other medical services. Half 
the hospital costs were covered by insurance benefits; likewise covered by insurance 
were 13 per cent of physicians’ costs and 1 per cent of other costs. Only 15 per 
cent of the total charge for personal health services was covered by insurance 


Fifteen per cent of U. S. families are in debt (to the tune of $900 million) to 
hospitals, physicians, dentists, and other suppliers of medical goods and services. 
Families owe financial institutions and individuals $200 million for charges arising 
from personal health services. Grand debt total: $1.1 billion. 


The study reveals that, by annual family income, 41 per cent of those in the 
under-$3,000 group and 80 per cent of families in the over-$5,000 group have some 
type of health insurance. In urban areas, 70 per cent of families are enrolled in 
some type of health insurance plan; in rural and farm areas, 45 per cent. Of 
families with health insurance, 80 per cent obtained it through their place of work 
or through an employee group. 


Hospital insurance, which covers more than half the population, is divided almost 
equally between Blue Cross and private insurers. Of the almost 50 per cent of the 
population enrolled in surgical or other medical insurance, 4 per cent are covered by 
substantially complete physicians’ services. A higher percentage of the population is 
enrolled in health insurance plans in the Northeast and North-Central regions than 
in the South and West. 


—National Underwriter 1/28/54 


Facts on Life Insurance Ownership 


OWNERSHIP OF LIFE insurance in the United States is today more widespread and 
on a larger scale than ever before, according to the Institute of Life Insurance. 


Three out of four families own life insurance policies; at the end of 1952 there 
were 88 million policyholders in the United States—more than one and one-half 
times as many as in 1925, and nearly nine times the 1900 total. The average owned 
per policyholder had risen to $3,100—nearly two and one-half times the 1925 figure. 


Total life insurance ownership at the end of 1952, $276.6 billion, was nearly 
twice the amount owned at the end of World War II; almost four times the 1925 
ownership; nearly 37 times the life insurance in force in 1900. Life insurance per 
family rose to $5,400 in 1952—about one-sixth more than the average per family 
share of disposable personal income for the year. (In 1939 life insurance per 
family was only $2,600, but was then 60 per cent more than disposable personal 
income per family.) 

Group life insurance has increased at the greatest rate—up some 245 per cent in 
the past 10 years. In the late 1930's, group protection represented about one-tenth 
of total life insurance in force; it now accounts for one-fourth of the total. 
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1953 Truck Cargo Thefts—A Record High 


DURING THE PAST year cargo thefts and hijackings reached $90 million and in- 
volved an estimated 14,000 vehicles. This property toll from motor vehicles was 
not only the largest year’s aggregate on record, but also the largest increase in a 
single year, according to the Cargo Protection Bureau of New York. 

Actually, however, this record loss was not quite so serious as the bare figure 
would indicate. Cargo ton-miles hit 185 billion during the year—also a record. And 
the price index gave evidence that cargo values were also at a peak. Hence, 
the actual theft ratio of cargoes showed some decline for the year. 

The rise in actual cargo thefts is, however, significant and deserving of the 
closest attention by all concerned with truck transportation. More vehicles were 
successfully attacked in 1953 than ever before. Thus it is important that all shippers 
should increase—not decrease—their scrutiny of cargo movements and bring more 
and more of them under proven theft-prevention, cargo-protection programs. 
Vehicles operating under tight protection programs have practically eliminated the 
theft hazard. All the 1953 losses were from unprotected or inadequately protected 
trucks. 

During 1953 a greater variety of cargoes was affected than in previous years. 
Clothing and textiles still headed the list, and a new classification—miscellaneous— 
moved up to third place. Mixed loads have been increasingly attractive to crooks 
for several years; ~.w, cargo thieves have apparently broadened their operations to 
the department-store level. 

One additional factor was prominent during the past year—the burden of single- 
package losses. These had long been an obscure part of the theft picture, not even 
listed or reported in many cases. But it is now recognized that some crooks make 
single-package thefts the basis of their operations; the handling of one case is much 
simpler and safer than that of a whole load. These one-case losses, which are 
occurring with increasing frequency, add up to a total cargo loss of huge propor- 


tions. 


—The Eastern Underwriter 12/11/53 
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HOW WILL CONGRESS AMEND SOCIAL SECURITY? 
The Spectator (Chestnut and 456th Streets, 
Philadelphia 30, Penna.), February, 1954. 50 
cents. This article predicts that Congress will 
amend the Social Security Act this session to 
cover up to 10 million new workers with old 
age and survivors insurance and to increase 
the minimum benefit payment. Old age as- 
sistance will not be merged with OASI; nor 
will Congress accept a pay-as-you-go system 
for OASI. 


INSURING YOUR PROFITS. By Nicholas Dekker. 
Best's Insurance News (75 Fulton Street, New 
York 38, N. Y.), January, 1954. 50 cents. 
This discussion of the importance of business 
interruption insurance in various types of busi- 
ness cites a number of major losses occurring 
as the result of fire damage, as well as the find- 
ing of two adjustment organizations to the 
effect that in 35 per cent of all paid claims in 


excess of $5,000, the payments made under 
business interruption policies exceeded those 
made under property damage policies. Dis- 
cussing what the insurance buyer should do 
to maintain adequate and economical business 
interruption coverage, the author points out 
that carelessness in estimating future business 
levels for the purpose of compliance with the 
policy’s coinsurance clause can result in heavy 
coinsurance penalties. 


INDIVIDUAL CATASTROPHIC COVERAGE. By Don- 
ald G. Stock. Best’s Insurance News (75 Ful- 
ton Street, New York 38, N. Y.), January, 
1954. 50 cents. The claims-control problems 
faced by an insurance company in providing 
the new type of health protection known as 
major medical expense insurance are described 
in this article, which also discusses questions of 
eligibility rules, coverage, premiums, benefits, 
and renewal policies. 
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NEW MATERIALS AND METHODS 


FOR BETTER INDUSTRIAL PACKAGING 


Topay NEW MATERIALS—and new ways 
of using old materials—are opening vast 
new opportunities for the packaging of 
industrial parts and products. 

For many years the only way of ship- 
ping a metal part was to coat it liberally 
with heavy grease, wrap it in butcher 
paper, stick it in a wood crate—and trust 
to luck that, with a little rust scraped 
off, it would be usable when it reached 
the assembly line. World War II saw 
the development of dehydrated, or 
Method II, packaging for corrosion pre- 
vention. Now there are new materials 
—the volatile corrosion inhibitors—that 
do away with all the expensive trappings 
of Method II packaging and provide long- 
term corrosion prevention for ferrous 
parts in simple paperboard boxes. 

Plastics were luxury materials that had 
little or nothing to do with shipping 
packaging until polyethylene came along. 
Now there are at least 200 instances in 
which molded polyethylene containers 
have replaced heavy carboys for the ship- 
ment of valuable or corrosive chemicals. 

Many producers of drum-packed prod- 
ucts are now using or considering the 
use of disposable film liners of polyethy- 
lene, vinyl, or other plastic—wherever 
it is important to keep the product pure, 
leakproof, free of contamination and easy 
to handle. Film liners make it possible 
to ship even liquids in either fibre drums 
or just ordinary corrugated cartons. 

Paper has become an increasingly ver- 
satile material for shipping and indus- 
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trial packaging. Coated with polyethy- 
lene or other resins, it provides a low- 
cost moisture and water-vapor barrier, 
whether used as wraps, made up as en- 
velopes or bags or used as huge case 
liners. One of the newest developments 
in papers is the cohesive coating, which 
sticks firmly to itself when two coated 
surfaces are brought together but will not 
stick to anything else. Moreover, papers 
used in shipping packaging have been 
greatly strengthened by the incorporation 
or lamination of reinforcing fibres—glass, 
rayon, etc.—either multi-dispersed for 
strength in all directions or laid parallel 
for one-way strength. 


Perhaps the most obvious trend in 
shipping containers is a swing toward 
corrugated boxes for many kinds of jobs 
which previously were considered beyond 
their capability. Strong in convenience 
appeal to retailers is the new tear-tape 
corrugated box being used by General 
Mills and other producers of supermarket 
products. A strip of plastic or fibre tape 
is incorporated in the side wall of the 
box, usually near the base, so that the 
box can be cut in two just by pulling 
the tape. 


Much attention is currently being 
given to a newly perfected board for 
shipping containers that combines wood 
and fibre board, apparently with the best 
features of both and the weaknesses cf 
neither. This is the veneer-kraft lami- 
nation, which, typically, is made with a 
mechanically distended inner core of 





Douglas fir veneer, usually about 1%” 
in thickness, faced with kraft container 
board on both sides. This makes a semi- 
rigid material which, in box forms, is said 
to have greater corner-wise compression 
strength than comparable wood or wire- 
bound boxes. The new material can 
also be formed into drums. 


In line with the new scientific ap- 
proach to shipping packaging, there has 
been great interest in adequate cushion- 
ing materials. The packager now has a 
wide choice of cushioning: rubberized 
animal hair, sponge rubber, foamed plas- 
tics, rubberized fibre, fibre-glass, cotton 
fibres, as well as such standbys as cellu- 
lose wadding, excelsior, and shredded pa- 
pers. Most of these products are avail- 
able in contoured shapes, or in the form 
of pads and blankets. 


Any discussion of improved methods 
of shipping packaging would have to 
start with mention of the outstanding 
job done in the porcelain-enamel-prod- 
ucts industry by its Safe Transit Com- 
mittee. With the adoption of standards 
for pre-shipment testing of each package, 


involving a sequence of drum, impact- 
incline, and drop tests, damage losses 
in this industry have been dramatically 
reduced. 


A new method being closely watched 
is the use of pre-formed packing mate- 
rial, or “cradles,” consisting of laminated 
layers of industrial fibreboard chemically 
treated to cushion the inside of a ship- 
ping container while keeping the out- 
side rigid. Die-cut to fit contours of 
such items as aircraft-engine crankcases 
and cylinders, the material is treated 
to discourage corrosion. 

There is an increasing tendency toward 
pre-engineering of corrugated industrial 
packs to fit the product as a part of 
original product planning. Automatic 
machinery for inplant production of cor- 
rugated cartons to a wide range of spe- 
cified sizes, to fit odd-sized shipments with 
a minimum of waste, is now reported 
in use in more than 100 plants. With a 
new semi-automatic seam setter, for the 
application of tape to the manufacturer's 
seam, this provides a complete in-plant 
box department. 


—Modern Packaging, October, 1953, p. 105:7. 


10 WAYS TO CUT YOUR PACKAGING COSTS 


Courtine packacine costs is not a mat- 
ter of reducing package quality. To 
protect the product and help increase 
sales, a quality package is essential. But 
there are ways to achieve some of the 
same effects by redesigning a package 
for less costly production. 

1. Simple assembly. A major concern 
of manufacturers is the number of extra 
parts and inserts needed to hold a multi- 
part type of product. Take the example 
of a glass container, packaged in an 


134 


outer carton. In most cases, a corrugated 
liner is necessary for protection. To 
eliminate this corrugated insert, a one- 
piece folding box has been designed which 
contains an outer wall and an inner wall, 
with air space between. This box is set 
up in one operation, and eliminates the 
need for the extra corrugated liner. 

2. Uniform design program. A line of 
over 200 products was redesigned recently 
by means of an over-all pattern for the 
wrapping paper, to be used on stock 
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boxes. To identify the contents, a simple 
label, designed to harmonize with the 
over-all pattern, is applied to one end 
for dealer information. Boxes are made 
up as they are needed, which substantially 
cuts their inventory and saves storage 
space. 

3. Fewer colors. Costs can also be re- 
duced by simplified design in reducing 
the number of colors and types on the 
package. If a line of products needs an 
alternating color scheme for effective- 
ness, the designer can work this out in a 
combination of colors to get the various 
effects. 


4. Quality of boxboard. Where there 
is a large percentage of ink coverage, it 
may be practical to use a less expensive 
paper or boxboard. If a great deal of 
white is needed in the design, it is abso- 
lutely necessary to use a quality printing 
surface, since a poor white surface invari- 
ably looks cheap. 

5. Standard-size boxes. It is wise to 
try to adjust the package sizes for a uni- 
form and standard dimension. This not 
only saves cost in shipping containers, but 
makes a much better appearance on the 
dealer’s shelves and makes for better 
stock-room arrangements. 


6. Sheet size. On labels and cartons, a 
careful study should be made of the 
printed sheet to determine how much 
paper is waste. Frequently, a different 
layout or a slight change of a fraction 
of an inch in size in one dimension or 
another, or the mere shortening of a flap 

—Printers’ Ink, October 23, 


of a carton, can result in substantial 
savings. 

7. Cover-ups. In a great many cases, 
where a product cannot stand the cost of 
die-cutting an irregular shape to create an 
interesting package, art treatment can 
accomplish the desired effect through 
illusion. 

Where strict economy demands use of 
a lower-grade packaging material, the 
surface of the material can be camou- 
flaged through art treatment to produce 
the effect. 

8. New materials. Even though new 
package materials in themselves may be 
costlier than those currently in use, the 
quality of the new material may be such 
as to stimulate sales or capture a new 
market and, by greater volume, reduce 
unit costs. 


9. Simplification. Designs that mini- 
mize hairline register make for far more 
satisfactory results and lower printing 
costs. Elimination of intricate details also 
helps. Save time and improve final read- 
ability and effectiveness by avoiding small 
reverse type. 


10. Trim reduction. The manner in 
which one manufacturer’s boxboard pack- 
age had been made permitted only 10 
packages to be laid out to the sheet, with 
considerable waste in trim. By altering 
flaps and moving folding score lines (all 
of which meant no change in the final 
package size) it was possible to get 12 of 
the new packages die-cut out of the 
same size sheet. 


1953, Section Two, p. 327:1. 





APPARENTLY, more and more businesses are finding it good business to advertise. 
Eldridge Peterson, editor of Printers’ Ink, recently predicted that total advertising 
volume for 1953 will wind up at about $7.7 billion or about 10 per cent ahead of 


1952. 
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And total ad volume in 1954 may well pass the $8-billion mark! 


—Advertiser’s Digest 12/53 
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FIFTEENTH ANNUAL FORUM OF THE PACKAGING 
INSTITUTE. Modern Packaging (575 Madison 
Avenue, New York 22, N. Y.), November, 
1953. 75 cents. This article contains ab- 
stracts of speeches given at seminars on pack- 
age printing, production, engineering and re- 
search, and special problems of the petroleum 
and the drug and pharmaceutical industries. 
Stressing the need for applying engineering 
principles when compiling specifications, one 
speaker, for example, pointed out that only 
half of all specifications are sufficiently detailed 
to permit suppliers to submit correct bids. 


THE STEPS IN PACKING A PRODUCT FOR ‘SUPER’ 
SUCCESS. Box Talk (New Haven Pulp and 
Board Company, New Haven, Conn.), Volume 
4, No. 11. Gratis. The various stages in the 
development of a hypothetical ideal package 
are described here and traced on a flow chart. 
Quality control enters into the development at 
a very early stage, the article points out; 
supplier and customer together must determine 
board specifications, ink specifications, and 
standards for the finished package. 


PRACTICAL POINTERS ON PACKAGE PURCHASING. 
By T. A. Dickinson. Purchasing (205 East 
42 Street, New York 17, N. Y.), June, 1953. 
50 cents. Among the chief characteristics of 
a good package, as they are discussed in this 
article, are suitability for the product, ease 
of handling, durability, and—in some cases, 
special point-of-sale display features. The vital 
importance of display packaging is emphasized 
by the author's contention that attractive 
presentation is at least as important as product 
quality from the sales viewpoint. 


THE BIOGRAPHY OF A PACKAGE. Flow (1240 
Ontario Street, Cleveland 13, Ohio), October, 
1953. 30 cents. Eight articles tracing the birth 
and development of a package, designed—with 
the close cooperation of the packaging engineer 
and the design engineer—to save trouble and 
expense in shipping, are included in this special 


section. Among the topics covered are select- 
ing a shipping container, engineering the in- 
terior, deciding what type of packing ma- 
chinery to use, closing the package, marking 
the outside, and insuring safe dock handling 
and shipping. 


PRE-SHIPMENT TESTING. Modern Packaging 
575 Madison Avenue, New York 22, N. Y.), 
ctober, 1953. 75 cents. The cooperative 

effort of manufacturers, testing laboratories, 
container firms, carriers, distributors, and re- 
tailers has spelled success for the National 
Safe Transit Committee’s program for cutting 
down damage to packaged goods in transit, 
this article states. Using “safe transit’ tests 
as a guide, one company, for example, changed 
its methods of crating and loading water heat- 
ers so that shipping damage was reduced to 
one-tenth of what it had previously been. 


THE PACKAGING LINE—FOCAL POINT OF MA- 
TERIAL HANDLING. Flow (1240 Ontario Street, 
Cleveland, Ohio), July, 1953. 30 cents. In 
its new plant, the Mennen Company sought to 
reduce handling time in its packaging opera- 
tions by the use of a U-shaped packaging 
line. This article describes how all trucking, 
in-feed, and pack-off operations are consoli- 
dated in a single area, assuring a smooth flow 
of materials and eliminating much needless 
backtracking. 


A SURVEY ON PRESSURIZED CONTAINERS. Good 
Packaging (210 Mississippi Street, San Fran- 
cisco, Calif.), January, 1954. 50 cents. This 
report on a nation-wide Commerce Department 
survey of manufacturers and retailers empha- 
sizes the growth prospects for aerosol-type 
containers, which are gaining wide acceptance 
among both consumers and manufacturers of 
an increasing variety of products—now rang- 
ing all the way from machine oil to cosmetics. 
Some future possibilities currently under in- 
vestigation: spray bandages, poultry inhalants, 
and pancake mix. 





DAMAGED IN TRANSIT: A committee set up by the Maritime Association of the 
Port of New York to study the deficiencies in the packaging of important per- 
centages of export cargo found that 65 per cent of all damage to freight on ocean 
voyage was the result of faulty packing. Much of the damage resulting from 
packaging was due to the use of second-hand containers, poor fabrication, and 
improper packing of the containers. Poor closures were the most frequent cause 


of failure for all types of containers. 
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AMA ANNOUNCES ITS 23rd NATIONAL 
Packaging Exposition 
and 
Conference 


April 5-8, 1954, Convention Hall, Atlantic City, N. J. 


Since 1931, AMA's Packaging Exposition and Conference has become 
the largest and most important annual event in the packaging field. 
A complete range of materials, equipment, services and methods for 
the packaging, packing, and shipping of every type of consumer and 
industrial goods is displayed under a single roof. For thousands of 
packaging executives, designers, engineers, and potential purchasers, 
the four-day Exposition is the high point of the business year. 


Among the features of this year’s Packaging Conference wil! be a 
number of outstanding case-study presentations by executives of lead- 
ing companies. Here are three examples from the Conference program: 


@ Reorganizing the Packaging Activity. Executives of Sears, Roebuck 

and Co. will describe—with special attention to cost factors—the 
improvements introduced recently when Sears’ entire packaging pro- 
gram was reorganized. 
Packaging and Research. Packaging experts of Kraft Foods Company 
will discuss their company’s packaging research program in terms of 
methods, applications, and results, with illustrations of economies 
that have been realized from investment in research and testing. 

© A Coordinated Packaging Program. Monsanto Chemical Company 
executives will outline their company’s complete packaging program, 
with special emphasis on the contributions made by each department 
—from product development through production, warehousing, engi- 
neering, and sales—to the total packaging activity. The evolution of 
many new packaging methods will also be discussed. 


For registration information and copies of the Exposition and Con- 
ference Program, address the Packaging Division Manager at AMA 
Headquarters. 


AMERICAN MANAGEMENT ASSOCIATION 
330 WEST 42nd STREET NEW YORK 36, NEW YORK 
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Gen Commandments of Safety 
FOR SUPERVISORS 


Y ony job in management places you in a unique position of trust. For not enly 
does the company rely on you, as the direct representative of management, to apply 
its policies wisely and fairly; also entrusted to you is the obligation to safeguard the 
well-being of the workers in your charge. No responsibility transcends this in im- 
portance. In this respect your job is akin to the “stewardship” of biblical days: 
As a supervisor, you are indeed your brother's keeper. 





On-the-job accidents represent a serious threat to the physical well-being of your 
men. Their prevention calls for your constant vigilance. Therefore, if you would 
guide your men safely through their daily work, be yourself guided by these precepts: 


1. You are a supervisor and thus, in a sense, have two families. Care for your people at | 
work as you would care for your people at home. Be sure each of your men undes- | 
stands and accepts his personal responsibility for safety. 

2. Know the rules of safety that apply to the work you supervise. Never let it be said {f 
that one of your men was injured because you were not aware of the precautions f 

3. Anticipate the risks that may arise from changes in equipment or methods. Make use of 
the expert safety advice that is available to help you guard against such new hazards. 


4. Encourage your men to discuss with you the hazards of their work. No job should pro- { 
ceed where a question of safety remains unanswered. When you are receptive to the } 
ideas of your workers, you tap a source of first-hand knowledge that will help you } 
prevent needless loss and suffering. 


5. Instruct your men to work safely, as you would guide and counsel your family at home 
—with persistence and patience. 
&. Follow up your instructions consistently. See to it that workers make use of the safe- 
guards provided them. If necessary, enforce safety rules by disciplinary action. Do not 
fail the company, which has sanctioned these rules—or your workers, who need them. 


| 
i 
7. Set a good example. Demonstrate safety in your own work habits and personal conduct. | 
Do not appear as a hypocrite in the eyes of your men. ' 

j 


8. Investigate and analyze every accident—however slight—that befalls any of your men. 
Where minor injuries go unheeded, crippling accidents may later strike. 


3. Cooperate fully with those in the organization who are actively concerned with employee 
safety. Their dedicated purpose is to keep your men fully able and on the job and to 
cut down the heavy personal toll of accidents. 


10. Remember: Not only does accident prevention reduce human suffering and loss; from 
the practical viewpoint, it is no more than good business. Safety, therefore, is one of 
your prime obligationa—to your company, your fellow managers, and your fellow man. 


a ea cee na pee eee ea ee SR ea ee a a a ea a iN Ne NR lee le eee 


By leading your men into “thinking safety” as well as working safely day by day, 
you will win their loyal support and cooperation. More than that, you will gain in 
y personal stature. Good men do geod work for a good leader. 





| Caspetght 9054, Acumen Whisnsemas akdeel 


Note: Copies of AMA’s “Ten Commandments of Safety,” — pon framing (in two colors, 
size 9” rage 12”, on deckle-edge stock) may be obtained from the Association's headquarters at 
the following prices: single copy, 25¢; 2-24 copies, 18¢; 25-49 copies, 15¢; 50-99 copies, 12¢; 
100-499 copies, 11¢; 500-999 copies, 10¢; 1,000 copies and over, 9Y2¢, 


(Orders under $5.00 should be mecnenpagied by remittances. Sales tax should be included in remittances 
for New York City orders.) 
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